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Morristown-Hamblen Hospital

N

Certificate of Need Application for the initiation of

Mobile Extra-Corporeal Shock Wave Lithotripsy Services

Anticipated Filing Date:
October 14, 2014

Contact Person:

Mike Richardson
Vice President, Strategic Planning and Development
Covenant Health
280 Fort Sanders West Boulevard, Building 4, Suite 218
Knoxville, Tennessee 37922
(865) 531-5123




Name of Facility, Agency, or Institution

Morristown-Hamblen Hospital

Name

908 West Fourth North Street Hamblen
Street or Route County
Morristown Tennessee 37814
City State Zip Code

Contact Person Available for Responses to Questions

Mike Richardson Vice President, Strategic Planning and Development
Name Title

Covenant Health mdr@covhith.com
Company Name E-mail Address

280 Fort Sanders West Blvd., Building 4, Suite 218 Knoxville TN 37922
Street or Route City State Zip Code
Employee of Parent Company (865) 531-6123 (865) 531-5729
Association with Owner Phone Number Fax Number

Owner of the Facility, Agency or Institution

Morristown-Hamblen Hospital Association (423) 492-5000
Name ~ Phone Number
908 West Fourth North Street Hamblen
Street or Route County
Morristown Tennessee 37814

City State Zip Code

See Attachment A.3. — Corporate Charter & Certificate of Corporate Existence

Type of Ownership of Control (Check One)

Sole Proprietorship _ F. Government (State of TN or
P.artnershlp _ — ¢ Political Subdivision)
Limited Partnership 4 Joint Venture

l.

Corporation (For Profit) e o
Corporation (Not-for-Profit) X Ic_)lmléercésLszglfl;t)y Company

moow»>

See Attachment A.4. — Organizational Chart
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Morristown-Hamblen Hospital (“MHH”) is a 167-bed not-for-profit community hospital
located in Morristown, Tennessee. Effective July 1, 2010, MHH became part of the
Covenant Health organization. Covenant Health is a Tennessee non-profit corporation,
qualified under 501(c)(3) of the Internal Revenue Code, with its principal offices in
Knoxville, Tennessee. Covenant Health is the parent corporation for a healthcare system
that operates hospitals, cancer centers, and other health care facilities, and engages in
many other health care related activities.

Covenant Health has one consolidated Board of Directors that governs operations, which
includes representation from across the communities served by its entities. Covenant
Health includes hospitals, behavioral health facilities, cancer treatment centers, various
outpatient diagnostic and treatment centers, and several other healthcare related
ventures. Covenant Health is the sole member of its non-profit subsidiaries and is the
sole shareholder of its for-profit subsidiaries.

The following chart summarizes the hospital facilities currently operated by Covenant
Health (licensure/certification for each hospital is current).

Facility Location Licensed Beds

Fort Sanders Regional Medical Center 1901 Clinch Avenue 541 (")
Knoxville, Tennessee 37916

Parkwest Medical Center 9352 Park West Blvd. 307
Knoxville, Tennessee 37923

Methodist Medical Center of Oak Ridge 990 Oak Ridge Turnpike 301
Oak Ridge, Tennessee 37830

LeConte Medical Center 742 Middle Creek Road 79 (2)

(replacement for Fort Sanders Sevier Medical Center) Sevierville, Tennessee 37862

Fort Loudoun Medical Center 550 Fort Loudoun Medical Center Drive 50
Lenoir City, Tennessee 37772

Roane Medical Center 8045 Roane Medical Center Drive 54 (3)
Harriman, Tennessee 37748

Morristown-Hamblen Hospital 908 West Fourth North Street 167
Morristown, Tennessee 37814

Cumberland Medical Center 421 South Main Street 189
Crossville, Tennessee 38555

Claiborne Medical Center 1850 Old Knoxville Road 85 (4)
Tazewell, Tennessee 37879

Peninsula Hospital 2347 Jones Bend Road 155

(a division/satellite of Parkwest Medical Center) Louisville, Tennessee 37777

(1) License includes 517 hospital beds and 24 skilled nursing beds.

(2) Also licensed and operates 54 intermediate and skilled nursing beds.

(3) Roane Medical Center once operated 105 licensed beds, including 10 swing beds; however, the
replacement hospital facility has 54 licensed beds, including 10 swing beds.

(4) The nursing home adjacent to the hospital is licensed for 100 beds.
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5. Name of Management/Operating Entity (If Applicable)

Not applicable.

Name
Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

6. Legal Interest in the Site of the Institution (Check One)

A. Ownership X D. Option to Lease
B. Option to Purchase E. Other (Specify)
C. Lease of Years

See Attachment A.6. — Deed

7. Type of Institution (Check as appropriate—-more than one response may apply)

Nursing Home

Outpatient Diagnostic Center
Recuperation Center
Rehabilitation Facility
Residential Hospice
Non-Residential Methadone
Facility

Birthing Center

Other Outpatient Facility
(Specify)
Other (Specify)

A. Hospital (Specify) Acute Care X
B. Ambulatory Surgical Treatment
Center (ASTC), Multi-Specialty
ASTC, Single Specialty

Home Health Agency

Hospice

Mental Health Hospital

Mental Health Residential
Treatment Facility

Mental Retardation Institutional
Habilitation Facility (ICF/MR)

I OmMmMoOO

O VO ZErXe-

8. Purpose of Review (Check) as appropriate—more than one response may apply)

A. New Institution G. Change in Bed Complement
B. Replacement/Existing Facility [Please note the type of change by
C. Modification/Existing Facility underlining the appropriate
D. Initiation of Health Care = response: Increase, Decrease,

Servi defined in TCA X Designation, Distribution,

ervice as derned in § A Conversion, Relocation]
68-11-1607(4) H. Change of Location
(Specify): Extra-Corporeal Shock l.  Other (Specify) -

Wave Lithotripsy Services —_———
F. Discontinuance of OB Services

Acquisition of Equipment
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9.

Bed Complement Data

Please indicate current and proposed distribution and certification of facility beds.

w AP

cH

OZErxXec—-TOMMODO®m P

Medical

Surgical

Long-Term Care Hospital
Obstetrical/GYN

ICU/CCU

Neonatal (NICU)*

Pediatric

Adult Psychiatric

Geriatric Psychiatric
Child/Adolescent Psychiatric
Rehabilitation

Nursing Facility (non-Medicaid Certified)
Nursing Facility Level 1 (Medicaid only)
Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2
(dually certified Medicaid/Medicare)

ICF/MR

Adult Chemical Dependency

Child and Adolescent Chemical
Dependency

Swing Beds

Mental Health Residential Treatment
Residential Hospice

TOTAL

* NICU services currently suspended

Current Beds
Licensed *CON Beds

Staffed

55
20

S
N

C R e (S

S
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—
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48
20

-—
-—

TOTAL
Beds Beds at

Proposed Completion
55

20

E-
N
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D
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10.

Medicare Provider Number 44-0030

Certification Type Acute Care Hospital

11.

Medicaid Provider Number

Certification Type Acute Care Hospital

044-0030

12.

The proposed project will be part of an existing facility.

If this is a new facility, will certification be sought for Medicare and/or Medicaid?




IVIVITIOWZVYIITT IQATTTWVINLT 1 WO TR LB b B Gl o ) i et B ety s S ALY el pofialabiientebblhtiolid

13.

Identify all TennCare Managed Care Organizations/Behavioral Health Organizations
(MCOs/BHOs) operating in the proposed service area. Will this project involve the
treatment of TennCare participants? Yes If the response to this item is yes, please
identify all MCOs/BHOs with which the applicant has contracted or plans to contract.

The proposed project will involve treatment of TennCare participants. Morristown-Hamblen
Hospital has existing contracts with all TennCare MCOs in the area, including:

¢ United HealthCare Community Plan/TennCare

e Blue Care/TennCare

Discuss any out-of-network relationships in place with MCOs/BHOs in the area.

Not applicable.

NOTE: Section B is intended to give the applicant an opportunity to describe the project and

to discuss the need that the applicant sees for the project. Section C addresses how
the project relates to the Certificate of Need criteria of Need, Economic Feasibility,
and the Contribution to the Orderly Development of Health Care. Discussions on
how the application relates to the criteria should not take place in this section
unless otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11" white paper, clearly typed and spaced, identified
correctly and in the correct sequence. In answering, please type the question and the response.
All exhibits and tables must be attached to the end of the application in correct sequence
identifying the questions(s) to which they refer. If a particular question does not apply to your
project, indicate “Not Applicable (NA)” after that question.

Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and
equipment, ownership structure, service area, need, existing resources, project cost,
funding, financial feasibility and staffing.

Background: Morristown-Hamblen Hospital
Morristown-Hamblen Hospital (“MHH”) operates a not-for-profit community hospital
that includes 167 licensed acute care hospital beds and offers an extensive array of
needed inpatient, outpatient, and emergency services.

MHH is an important component of the TennCare provider network within the
hospital’s service area. Moreover, as a not-for-profit community hospital, MHH
serves all patients regardless of race, ethnicity, gender, age, or income level. MHH’s
long history reflects a proven commitment to ongoing investments in both clinical
talent and medical technology needed to better serve the evolving needs and
expectations of patients and providers within the region. This project is a
continuation of that commitment, as MHH seeks to expand access to mobile
lithotripsy services in the project service area to benefit patients and physicians.

6
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Proposed Service and Equipment

Morristown-Hamblen Hospital (MHH) seeks to initiate Mobile Extra-Corporeal Shock
Wave Lithotripsy Services (i.e. “lithotripsy”) to be operated two days per week on its
main hospital campus to improve access to lithotripsy services within the region.
The project proposes use of an existing vendor-owned mobile lithotripsy system
operating within the region that has significant open capacity available to support
this needed project. The proposed project will help MHH and its growing medical
staff better serve many patients who present with the painful diagnosis of kidney
stones:

“Lithotripsy is defined as the pulverization of urinary stones by means of a lithotripter.
Extracorporeal lithotripsy is lithotripsy that occurs outside the body. Extracorporeal
shock wave lithotripsy is the non-invasive procedure that uses shock waves to pulverize
urinary stones, which can then be expelled in the urine. An emitter is placed in contact with
the patient relative to where the stone is located and the shock waves are focused on the
stone, which is shattered by the force.”

(Source: State Health Plan, Tennessee — Extra-Corporeal Shock Wave Lithotripsy Services)

The proposed location of the lithotripsy service is well-known, convenient, and
accessible. The MHH campus will provide a “patient-friendly” and “physician-
friendly” environment for lithotripsy procedures within the region. The project
represents an efficient, orderly, and effective way to relieve significant time and travel
burdens for a significant and growing number of patients who seek care, and relief
from acute pain, related to kidney stones. The proposed project provides an
important clinical tool needed by the hospital’s growing medical staff and improves
local access for community physicians and their patients.

Attachment B.l.a. Physician Support Letters

The proposed MHH lithotripsy service will be operated as part of the hospital’'s
surgical department — and will be linked closely to operations of both physician
practices in the service area and the hospital’s emergency department. An existing
and appropriately equipped operating/procedure room within the hospital’s surgery
area will be used for the project (Operating Room # 5), so no construction and/or
renovation expenses will be required to complete the project.

Project Service Area

The “primary service area” for this lithotripsy project is Hamblen County from a
traditional planning standpoint. As outlined within the Service Area section of this
application (Section C.3), most of MHH’s inpatients, outpatients, and emergency
department patients reside in Hamblen County. Additionally, MHH and supporting
physicians anticipate serving patients from other nearby counties and rural areas in
the region where some MHH patients have resided historically (i.e. “secondary
service area”). Therefore, the “Project Service Area” from a CON perspective
includes Hamblen, Claiborne, Grainger, Jefferson, and Cocke Counties in East
Tennessee.
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The proposed mobile lithotripsy unit will enhance convenience, access, and
technology for MHH patients living and working within the project service area that is
marked by a growing and aging population — and relatively high levels of TennCare
enroliment and poverty.

Existing Resources

According to the latest available data from the Health Services and Development
Agency’s Medical Equipment Registry, the only other approved provider of lithotripsy
services in the project’s service area is Lakeway Hospital (the for-profit hospital in
Hamblen County operated by CHS). Although Lakeway Hospital has approval to
operate mobile lithotripsy equipment seven days per week, Lakeway only performed
six (6) procedures during the most recent reporting year of the HSDA Equipment
Registry and the Tennessee Hospital Joint Annual Report. Several months prior to
the filing of this CON application, the CHS/Lakeway leadership team provided written
confirmation that they are not opposed to this needed MHH project that will be
developed in an orderly manner.

See Attachment B.l.b: Letter from CHS/Lakeway Hospital

Need

The proposed project is needed to improve access to lithotripsy services for patients
and physicians within the project service area, reduce unnecessary patient burdens
(i.e. time, suffering, and travel expense) related to lithotripsy case outmigration, and
to help MHH better coordinate needed patient care services locally in an optimal and
orderly manner. The project will improve lithotripsy accessibility, use, and benefit
within the region by initiating lithotripsy services at the well-known MHH campus.

The initiation of mobile lithotripsy services at MHH reflects an economically feasible
approach to expanding access to needed services for the community. The lithotripsy
services of MHH will be open and accessible to all patients and any referring
physician in the region. Like all MHH services, this project will be accessible to all
patients in the region since MHH is a contracted provider with all area TennCare
MCOs and has a long history of serving patients regardless of race, ethnicity, gender,
age, or income level. The project addresses evolving community needs and the
expressed opinions of providers who serve patients from the region. This project
reflects the ongoing commitment of MHH to invest in needed community healthcare
resources locally — and does not create financial and legal risk for other providers.

Ownership Structure
The proposed project will be owned and operated by Morristown-Hamblen Hospital

(“MHH”), which will be the provider of the mobile lithotripsy service. MHH is a non-
profit hospital that joined Covenant Health in July 2010. Covenant Health is a
Tennessee non-profit corporation, 5011(3), with its principal offices in Knoxuville,
Tennessee. Covenant Health is the parent corporation for a healthcare system that
operates hospitals, cancer centers, other health care facilities, and engages in many
other health care related activities.

Project Cost and Funding
The total estimated cost for CON purposes is $ 328,900. This total project cost

8
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includes a total estimated medical equipment cost of $ 315,900 for the mobile
lithotripsy equipment (which equals the sum of “per procedure lease payments” for
the initial lease term — and which is greater than the documented fair market value of
the lithotripsy equipment). However, no actual capital costs related to the project will
be incurred by MHH or Covenant Health. The project will be funded through
operational cash flow. However, the applicant has access to sufficient cash reserves
to complete and support the proposed project if needed.

Financial Feasibility

The project is economically feasible. The positive cash flow projected for each year
of the project will be sufficient to maintain operations over time. Regardless, the
applicant has adequate financial resources to cover the entire cost of the project as a
Covenant Health affiliate. MHH is contracted with all area TennCare MCOs and will
continue to serve all patients regardless of race, ethnicity, gender, age, or income
level.

Staffing
Initial staffing for the project will include existing hospital employees to support the

mobile lithotripsy service as needed: Surgery RN (< .05 FTE); Pre/Post-Op RN (< .05
FTE); Surgery Technician (< .05 FTE), Office and Logistics Support Staff (< .05 FTE).

Provide a detailed narrative of the project by addressing the following items as they relate to
the proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of
major medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square
footage, major operational areas, room configuration, etc. Applicants with hospital
projects (construction cost in excess of $5 million) and other facility projects
(construction cost in excess of $2 million) should complete the Square Footage and
Cost per Square Footage Chart. Utilizing the attached Chart, applicants with hospital
projects should complete Parts A.-E. by identifying as applicable nursing units,
ancillary areas, and support areas affected by this project. Provide the location of the
unit/service within the existing facility along with current square footage, where, if any,
the unit/service will relocate temporarily during construction and renovation, and then
the location of the unit/service with proposed square footage. The total cost per
square foot should provide a breakout between new construction and renovation cost
per square foot. Other facility projects need only complete Parts B.-E. Please also
discuss and justify the cost per square foot for this project.

If the project involves none of the above, describe the development of the proposal.

Not applicable. An existing and appropriate operating/procedure room within
the hospital’s surgery area (MHH Operating Room # 5) will be used for the
project, so construction and/or renovation expenses will not be required.

The proposed site will allow operational coordination with the established
service lines of MHH and virtual connectivity for affiliated providers in the
region.

B. |dentify the number and type of beds increased, decreased, converted, relocated,
designated, and/or redistributed by this application. Describe the reasons for change

9



IVIVITIOWYWILITT 1QITNIWVIGHT IUDHI‘.GH TV i IlJOy ST VILTO Wl AP pIvalvig

in bed allocations and describe the impact the bed change will have on the existing
services. Not applicable.

10
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C. As the applicant, describe your need to provide the following health care services (if
applicable to this application):

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

. Hospice Services

10. Residential Hospice

11. ICF/MR Services

12. Long-term Care Services

13. Magnetic Resonance Imaging (MRI)

14. Mental Health Residential Treatment

15. Neonatal Intensive Care Unit

16. Non-Residential Methadone Treatment Centers
17. Open Heart Surgery

18. Positron Emission Tomography

19. Radiation Therapy/Linear Accelerator

20. Rehabilitation Services

21. Swing Beds

MHH, the MHH medical staff, and community physician partners need improved
access to extracorporeal shock-wave lithotripsy technology to better serve a
significant and growing number of patients who seek care and relief from acute
pain related to kidney stones. Project approval will enhance the clinical
capabilities of MHH and aligned physicians to care for this patient population.

©OxeR NyORONERmCo 19 Sx

The project does not require the purchase of a new lithotripsy unit. Rather, the
project seeks to establish a per-procedure (“per click”) equipment lease
arrangement to utilize existing mobile lithotripsy equipment owned and
operated in the service area by a proven vendor.

The project will utilize a modern mobile lithotripsy unit that can be easily
transported across care sites by trained staff, rolled off a truck into a procedure
room, and utilized to provide safe and efficient care for patients. No
construction or renovation will be necessary for this project.

D. Describe the need to change location or replace an existing facility.
Not applicable.

E. Describe the acquisition of any item of major medical equipment (as defined by the
Agency Rules and the Statute) which exceeds a cost of $§ 2 million; and/or is a
magnetic resonance imaging (MRI) scanner, positron emission tomography (PET)
scanner, extracorporeal lithotripter and/or linear accelerator by responding to the
following:

1. For fixed-site major medical equipment (not replacing existing equipment):

12
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a. Describe the new equipment, including:
Not Applicable
1. Total cost; (as defined by Agency Rule).
2. Expected useful life;
3. List of clinical applications to be provided; and
4. Documentation of FDA approval.

b. Provide current and proposed schedules of operations.
Not Applicable
2. For mobile major medical equipment:

The proposed mobile lithotripsy equipment for the project will be the
Medispec Econolith E3000 [i,e. Medispec Model 3000 (SW-6)
Extracorporeal Shockwave Lithotripsy System] — that will be utilized by
appropriately trained health care professionals to treat patients who seek
medical care for kidney stones. The proposed equipment has been
approved for clinical use by the FDA.

See Attachment B.1l.E.2: FDA Approval
See Attachment B.Il.E.2: Picture of Mobile Lithotripsy Equipment

a. List all sites that will be served;

The vendor-owned mobile lithotripsy equipment to be used for this
project will serve the only two hospitals in Hamblen County:

e Morristown-Hamblen Hospital
¢ Lakeway Hospital

Note: Morristown-Hamblen Hospital and Lakeway Hospital are in
very close proximity to one another (i.e. approximately 100 feet of
road and easement separate the two hospital campuses)

b. Provide current and/or proposed schedule of operations;

The anticipated initial schedule of operations for the MHH mobile
lithotripsy service will be as follows:

¢ Tuesdays, Noon-5:00 PM
¢ Fridays, Noon-5:00 PM

Within the actual number of days approved by the HSDA for mobile
lithotripsy operations, additional hours or alternative scheduling
times are possible if needed to accommodate patient and/or
physician needs.

c. Provide the lease or contract cost.

The estimated contract cost for the initial term of the “per click”
mobile lithotripsy equipment lease will be $ $315,900 — which
represents a total cost of $ 1,350 per procedure (i.e. “per click”) for
234 procedures anticipated for the initial equipment vendor contract

13
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term of 36 months (please note: this sum of lease payments for the initial
contract term is greater than the documented $ 245,000 Fair Market Value
of the equipment to be used for the project).

d. Provide the fair market value of the equipment; and

The estimated fair market value of the mobile lithotripsy equipment to
be used for the project is $ 245,000.

See Attachment B.1.E.2.d: Equipment FMV Letter

e. List the owner for the equipment.

The mobile lithotripsy equipment to be leased and utilized by MHH for
the proposed project is owned by Medispec LTD (i.e. Medispec LTD;
203 Perry Parkway, Suite 6; Gaithersburg, MD 20877; 888-663-3477).

3y Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In
the case of equipment purchase include a quote and/or proposal from an
equipment vendor, or in the case of an equipment lease provide a draft lease or
contract that at least includes the term of the lease and the anticipated lease
payments.

The mobile lithotripsy equipment will be leased from an established
equipment vendor in the region (Medispec LTD) on a “per procedure” (or
“per click”) basis.

See Attachment B.II.LE.3: Equipment Lease Proposal

lll. (A) Attach a copy of the plot plan of the site on an 8 1/2” x 11” sheet of white paper which must
include:

1. Size of site (in acres);,

2. Location of structure on the site; and

3. Location of the proposed construction.

4. Names of streets, roads or highway that cross or border the site.
See Attachment B.Ill.A: Plot Plan of the Site

Please note that the drawings do not need to be drawn to scale. Plot plans are
required for all projects.

14
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(B) 1.

Describe the relationship of the site to public transportation routes, if any, and to any
highway or major road developments in the area. Describe the accessibility of the
proposed site to patients/clients.

The mobile lithotripsy equipment for the proposed project will be operated in
Morristown, Tennessee at the well-known and accessible campus of Morristown-
Hamblen Hospital (MHH) — which is located near downtown Morristown, in close
proximity to State Highways 11E and 25E, and within 7 miles of Interstate 81.
The proposed lithotripsy procedures will occur within the existing MHH surgery
suite (Operating Room # 5), which is adjacent to adequate patient parking and
convenient drop-off locations. The site is in close proximity to public
transportation routes and accessible to patients arriving via public
transportation services such as ETHRA (East Tennessee Human Resource
Agency van services) and local cab companies which service Hamblen and
surrounding counties. Additionally, MHH is 4.5 miles from the Morristown
Airport and about 1 mile from a Greyhound bus terminal.

Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2” x
11" sheet of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and
need not be drawn to scale.

See Attachment B.IV: Floor Plan

For a Home Health Agency or Hospice, identify:

Not applicable.

oORrON=

Existing service area by County;
Proposed service area by County;

A parent or primary service provider,
Existing branches; and

Proposed branches.

15
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall
be granted unless the action proposed in the application for such Certificate is necessary to
provide needed health care in the area to be served, can be economically accomplished and
maintained, and will contribute to the orderly development of health care.” The three (3) criteria
are further defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in
the state health plan (Guidelines for Growth), developed pursuant to Tennessee Code Annotated
§68-11-1625.

The following questions are listed according to the three (3) criteria: (I) Need, (ll) Economic
Feasibility, and (lll) Contribution to the Orderly Development of Health Care. Please respond to
each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2” x 11" white paper. All
exhibits and tables must be attached to the end of the application in correct sequence identifying
the question(s) to which they refer. If a question does not apply to your project, indicate “Not
Applicable (NA).”

QUESTIONS
NEED

1. Describe the relationship of this proposal toward the implementation of the State Health Plan
and Tennessee’s Health: Guidelines for Growth.

The proposed project seeks to initiate mobile lithotripsy services for MHH patients and
physicians by utilizing an existing modern mobile lithotripsy unit that currently exists and
operates within the region — and that has significant and sufficient open capacity available
to support the needed project. This optimal approach to improving access to high quality
healthcare services is orderly, efficient, and beneficial for key stakeholders in the region.

The proposed project is needed to improve access to lithotripsy services for patients and
physicians within the project service area, reduce unnecessary patient burdens (i.e. time,
suffering, and travel expense) related to lithotripsy case outmigration, and to help MHH
better coordinate needed patient care services locally in an optimal and orderly manner.
The project will improve lithotripsy accessibility, use, and benefit within the region by
initiating lithotripsy services at the well-known MHH campus.

As outlined throughout this application, the proposed project supports the major tenets of
the State Health Plan - including the promotion and support of “Healthy Lives” for
specific patient populations; improving “Access to Care” in the service area for all
residents; developing healthcare services in a manner to optimize “Economic
Efficiencies”; ensuring high “Quality of Care” that is effective, patient-centered, timely,
efficient, and equitable; and strengthening the “Healthcare Workforce” in the region in an
effective and efficient manner.
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a. Please provide a response to each criterion and standard in Certificate of Need
Categories that are applicable to the proposed project. Do not provide responses to
General Criteria and Standards (pages 6-9) here.

STATE OF TENNESSEE

STATE HEALTH PLAN
CERTIFICATE OF NEED STANDARDS AND CRITERIA

FOR

EXTRA-CORPOREAL SHOCK WAVE
LITHOTRIPSY SERVICES

The Health Services and Development Agency (HSDA) may consider the following standards and
criteria for applications seeking to provide extra-corporeal shock wave lithotripsy (ESWL) services.
Rationale statements for each standard are provided in an appendix. Existing providers of ESWL
services are not affected by these standards and criteria unless they take an action that requires a new
certificate of need (CON) for such services.

These proposed standards and criteria will become effective immediately upon approval and adoption
by the governor. However, applications to provide ESWL services that are deemed complete by the
HSDA prior to the approval and adoption of these standards and criteria shall be considered under the
Guidelines for Growth, 2000 Edition.

Definitions

Lithotripsy: Lithotripsy is defined as the pulverization of urinary stones by means of a lithotripter.
Extracorporeal lithotripsy is lithotripsy that occurs outside the body. Extracorporeal shock wave
lithotripsy is the non-invasive procedure that uses shock waves to pulverize urinary stones, which
can then be expelled in the urine. An emitter is placed in contact with the patient relative to where the
stone is located and the shock waves are focused on the stone, which is shattered by the force.

Procedure: A “procedure” is the single provision of ESWL services as reported by its ICD9 code or
the ESWL services facility’s internal financial code that corresponds to the ESWL services CPT code.
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Service Area: Refers to the county or counties represented by an applicant for ESWL services as the
reasonable area to which the applicant intends to provide ESWL services and/or in which the majority
of its current service recipients reside.

Standards and Criteria

1. Determination of Need: The need for ESWL services is determined by applying the
following formula:

N=(UxP)+O
N = number of ESWL services procedures needed in a Service Area;

U = latest available Tennessee use rate (number of procedures performed per 1,000
population in the state as determined by the Tennessee Department of Health);

P = projection of population (in thousands) in the service area as determined
by the Tennessee Department of Health for Tennessee counties and the United
States Census Bureau for non-Tennessee counties; and

O = the number of out-of-state resident procedures performed within the applicant’s
Service Area in the same time frame used to determine U based upon publically
reported data. The applicant should document the methodology used to count volume in
out-of-state resident procedures and, if different from the definition of “procedure”
described in these standards and criteria, should distinguish out-of-state procedures from
in-state cases.

The need shall be based upon the Service Area’s current year’s population projected three
years forward.

Project Service Area

The “primary service area” for this lithotripsy project is Hamblen County from a
traditional planning standpoint. As outlined within the Service Area section of this
application (Section C.3), most of MHH’s inpatients, outpatients, and emergency
department patients reside in Hamblen County. Additionally, MHH and supporting
physicians anticipate serving patients from other nearby counties and rural areas in
the region where some MHH patients have resided historically (i.e. “secondary
service area”). Therefore, the “Project Service Area” from a CON perspective
includes Hamblen, Claiborne, Grainger, Jefferson, and Cocke Counties in East
Tennessee.

The proposed mobile lithotripsy unit will enhance convenience, access, and
technology for MHH patients living and working within the project service area that
is marked by a growing and aging population - and relatively high levels of
TennCare enroliment and poverty.
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Determination of Need

See Attachment C.1.a.1: TDH Lithotripsy Need Projections by County
N=UxP)+O

N = number of ESWL services procedures needed in a Service Area;

As outlined in the attachment referenced above (Extra-Corporeal Shock Wave Lithotripsy
Need Projections By County and State Total, 2013 Data, Projected to 2017 — provided by
the Tennessee Department of Health, Division of Policy, Planning, and Assessment, Office
of Health Statistics in August 2014), here are the projected number of procedures needed
in the project’s proposed service area for 2017:

County | Projected Lithotripsy Need: 2017
Hamblen (Primary Service Area) . 90

Grainger (Secondary Service Area) 32

Claiborne (Secondary Service Area) 46

Jefferson (Secondary Service Area) 77

Cocke (Secondary Service Area) 53

| Others (Tertiary Service Area) (N/4)
Total: CON Project Service Area 298

U = latest available Tennessee use rate (number of procedures performed per 1,000
population in the state as determined by the Tennessee Department of Health);

As outlined in the attachment referenced above (Extra-Corporeal Shock Wave Lithotripsy
Need Projections By County and State Total, 2013 Data, Projected to 2017 — provided by
the Tennessee Department of Health, Division of Policy, Planning, and Assessment, Office
of Health Statistics in August 2014), the current estimated “State Utilization Rate” for
lithotripsy services is “0.0013781”.

P = projection of population (in thousands) in the service area as determined by
the Tennessee Department of Health for Tennessee counties and the United States
Census Bureau for non-Tennessee counties; and

As outlined in the attachment referenced above (Extra-Corporeal Shock Wave Lithotripsy
Need Projections By County and State Total, 2013 Data, Projected to 2017 — provided by
the Tennessee Department of Health, Division of Policy, Planning, and Assessment, Office
of Health Statistics in August 2014), provided below are the 2017 population projections
for the project’s proposed service area:
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County Projected Population: 2017
Hamblen (Primary Service Area) 65,181
Grainger (Secondary Service Area) 23,513
Claiborne (Secondary Service Area) 33,110
Jefferson (Secondary Service Area) B 56,054
Cocke (Secondary Service Area) 38,143
Others (Tertiary Service Area) - (N/A)

Total: CON Project Service Area 216,001

O = the number of out-of-state resident procedures performed within the applicant’s
Service Area in the same time frame used to determine U based upon publically
reported data. The applicant should document the methodology used to count volume in
out-of-state resident procedures and, if different from the definition of “procedure”
described in these standards and criteria, should distinguish out-of-state procedures
from in-state cases.

The applicant expects that less than 1% of its total number of lithotripsy patients will be
“out-of-state” residents for Years 1-3 of the project. While it is a possibility that a few out-
of-state patients could be treated by the proposed MHH lithotripsy service each year, such
patients have not been included in the utilization projections for the project.

The need shall be based upon the Service Area’s current year’s population projected three
years forward.

Calculation for Primary Service Area (PSA): Hamblen County

N=(UxP)+O
90 = (0.0013781 x 65,181) + 0

Calculation for the Total CON Project Service Area (PSA + SSA):

N=(UxP)+0
298 = (.0013781 x 216,001) + 0

The estimated need for lithotripsy procedures in both Hamblen County and the Total
CON Project Service Area will continue to increase as the total population in the MHH
region grows and ages.
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¢ Minimum Volume Standard: Applicants proposing to acquire and operate an
ESWL services unit must project a minimum utilization of at least 250 procedures per
year by the third year of operation, based on full-time use of an ESWL unit. The
applicant must also document and provide data supporting the methodology used to
project the patient utilization. An application to provide ESWL services on a part-
time basis shall convert its projected use to that of a full-time equivalent ESWL unit.

MHH projects ESWL unit utilization to exceed the minimum volume standard “by the third
year of operation”. In fact, based upon the request to operate lithotripsy services only
part-time (i.e. two days per week) rather than full-time (i.e. seven days per week), MHH
projects ESWL unit utilization to exceed the prorated minimum volume standard in both
Year Two and Year Three of its ESWL operations.

Based upon assumptions that are both reasonable and conservative, projected annual
ESWL utilization for the first three years of operations is summarized in the chart below:

Year One (2015) | Year Two (2016) | Year Three (2017)

ESWL Procedures 52 78 104
ESWL Procedures per Week 1.0 x 52 weeks 1.5 x 52 weeks 2.0 x 52 weeks

These annual projections reflect demand currently observed by MHH physicians and staff,
representing patients who are either sent to other East Tennessee providers of ESWL
services — or who receive alternative care options although eligible for lithotripsy
procedures. During much of the past year, MHH and its affiliated physicians have referred
at least 1-2 kidney stone patients per week, and at times more (3-4 per week), to other
providers in East Tennessee to receive needed lithotripsy procedures. MHH lithotripsy
patients will be from the project service area as described elsewhere within this CON
application.

Even if the hospital and its medical staff experience virtually no growth in patient demand
for lithotripsy services during the next three years, recent levels of demand support the
project’'s conservative utilization projections that exceed the “Minimum Volume
Standards” outlined Tennessee’s current State Health Plan.

e Full-time ESWL: 250 procedures per year / 52 Weeks per year = 4.8 procedures
per week

e Converted to part-time ESWL: (2 days per week / 7 days per week) = .286
conversion factor

e Therefore: .286 x 4.8 procedures per week = 1.37 procedures per week
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The chart below shows how the proposed ESWL utilization will exceed 1.37 procedures

per week for each of the first three years of operations:

Year One (2015) | Year Two (2016) | Year Three (2017)
ESWL Procedures 52 78 104
ESWL Procedures per Week 1.0 x 52 weeks 1.5 x 52 weeks 2.0 x 52 weeks |

To further clarify how the project will exceed the minimum utilization guideline of “at least
250 procedures per year” for both Year Two and Year Three of the project, a simple
conversion of MHH’s projected annual use to a “full time equivalent ESWL unit” for the
first three years of operations is summarized in the chart below:

Year One (2015) | Year Two (2016) | Year Three (2017)

Conversion* of projected | 52 x“3.5” =182 | 78 x “3.5” =273 104 x “3.5” = 364

annual use to a “full time

equivalent ESWL unit” (i.e. 182 < 250) (i.e. 273 > 250) (i.e. 364 > 250)

* “Projected annual use for 2 déysAA/eek" x3.5="?"

e Current Service Area Utilization: The applicant should document that all existing
providers of ESWL services within the proposed Service Area each performed at
least 300 ESWL procedures per year during the most recent 12 month period for
which data are available. The utilization by ESWL units that operate on a part-time
basis shall be converted to that of a full-time equivalent ESWL unit. To characterize
existing providers located within Tennessee, the applicant should use data provided by
the Health Services and Development Agency. To characterize providers located
outside of Tennessee, the applicant should use publicly available data, if available, and
describe in its application the methodology these providers use to count volume.

The only provider offering ESWL services in the CON project service area is
Lakeway Hospital (CHS) in Hamblen County — which has been approved to perform
mobile lithotripsy services “7 days per week” since 1997 (CN# 9705-039). However,
Lakeway Hospital has been operating far below the current standards and criteria for
lithotripsy services — and only performed six (6) mobile lithotripsy procedures
during the most recent reporting year per the most recent HSDA Equipment Registry
Data available (August 2014) and the most recent Hospital Joint Annual Report
available (2013).

See Attachment C.1.a.3: Service Area Lithotripsy Providers and Utilization
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Several months prior to filing this CON application for mobile lithotripsy services, MHH
leadership communicated its plans to Lakeway Hospital (CHS) leadership and sought
confirmation that this proposed project would not create an adverse impact on the only
approved provider of ESWL services in the Service Area. The CHS/Lakeway leadership
team has provided written confirmation that they are not opposed to this needed MHH
project that will be developed in an orderly and efficient manner.

See Attachment C.1.a.3-4: Letter from Lakeway Hospital RE: MHH Lithotripsy Project

In addition, the applicant should provide the HSDA with a report of patient destination for
ESWL services based on the most recent 12 months of publicly reported data. This report should
list all facilities that provided ESWL services to residents of the proposed Service Area and the
number of ESWL procedures performed on residents of the Service Area for each facility.
The Tennessee Department of Health will assist applicants in generating this report utilizing
the HDDS.

The attached chart provides information from the HSDA Medical Equipment
Registry regarding Tennessee ESWL providers who provided services for residents
of the proposed project service area for the most recent 12 months of publicly
reported data (i.e. 2013 Data from HSDA on August 4, 2014).

See Attachment C.1.a.3: Service Area Lithotripsy Patient Destinations

4. Adverse Impact on Existing Providers: An application for ESWL services should not be
approved if the new program will cause the annual caseload of existing ESWL programs
within the Service Area to drop below an average of 300 procedures. The utilization by ESWL
units that operate on a part-time basis shall be converted to that of a full-time equivalent ESWL
unit. The patient origin study conducted for Standard 2, an analysis of patient origin data
collected for Standard 3, and the referral data documented for Standard 3 should be used to
determine whether such an adverse impact on existing providers is likely to occur.

The proposed project will not “cause the annual caseload of existing ESWL
programs within the Service Area to drop below an average of 300 procedures”.

The only provider offering ESWL services in the CON project service area is
Lakeway Hospital (CHS) in Hamblen County — which has been approved to perform
mobile lithotripsy services “7 days per week” since 1997 (CN# 9705-039).
However, Lakeway Hospital has been operating far below the current standards
and criteria for lithotripsy services — and only performed six (6) mobile lithotripsy
procedures during the most recent reporting year (i.e. most recent available HSDA
Medical Equipment Registry Data and Tennessee Hospital Joint Annual Report,
2013).
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Several months prior to filing this CON application for mobile lithotripsy services, MHH
leadership communicated its plans to Lakeway Hospital (CHS) leadership and sought
confirmation that this proposed project would not create an adverse impact on the
only approved provider of ESWL services in the Service Area. The CHS/Lakeway
leadership team has provided written confirmation that they are not opposed to this
needed MHH project that will be developed in an orderly and efficient manner.

See Attachment C.1.a.3-4: Letter from Lakeway Hospital RE: MHH Lithotripsy Project

o Adequate Staffing and Services: The applicant should document a plan for
recruiting and maintaining a sufficient number of qualified professional and
technical staff to provide the ESWL services and must document the following:

a. The existence of an active radiology service and an established referral urological
practice;

b. The availability within 90 minutes’ drive time of acute inpatient services for patients
who experience complications; and

c. The fact that all individuals using the equipment meet the training and credentialing
requirements of the American College of Surgeons’ Advisory Council for
Urology.

The applicant should also document an ongoing educational plan for all staff included in the
ESWL services program. i

MHH currently has sufficient professional and technical staff to support the proposed
ESWL services, including Surgery Department leadership with experience performing
ESWL procedures and/or managing operations of an ESWL service. Moreover, MHH
will work with its medical staff and Medispec LTD (equipment manufacturer and
vendor) to enhance its ongoing educational plan for all Surgery Department staff as
appropriate — and to ensure that all staff involved with the proposed ESWL services
program meet all recommended training requirements prior to treating patients.

e MHH is a long-established and credentialed hospital that has an active radiology
service and an established referral urological practice.

e MHH is a long-established credentialed hospital that operates both acute inpatient
care services and emergency care services that would be immediately accessible
on site to any patient who might experience complications or who might need
care for other reasons and conditions.

e MHH and its Medical Staff are prepared to meet and exceed the staffing
recommendations and requirements set forth by the American College of
Surgeons’ Advisory Council for Urology and by Medispec LTD, including all
recommended staff education requirements, training, and certifications. The
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proposed contract with Medispec LTD will cover appropriate training to help
ensure safe and efficient patient care and equipment operations.

6. ESWL Equipment: Only applications that provide for the provision of ESWL services using
equipment that has been approved by the United States Food and Drug Administration for
clinical use shall be approvable.

The proposed mobile lithotripsy equipment has been approved for use by the FDA.

See Attachment C.1.a.6: FDA Approval

7. Quality Control and Monitoring: The applicant should identify and document its intention
to participate in a data reporting, quality improvement, outcome monitoring, and peer review
system that benchmarks outcomes based on national norms. The system should provide for
peer review among professionals practicing in facilities and programs other than the
applicant.

MHH will continue to support the State of Tennessee’s goals and principles for
“achieving better health” through ongoing accountability, public data reporting,
peer review, outcomes monitoring, and other patient care quality assurances so
that it’s patients will “have confidence that the quality of health care is continually
monitored and standards are adhered to...” in a manner consistent to the State
Health Plan.

The MHH ESWL service will be offered in a physical environment that conforms to
applicable federal standards, manufacturer’s specifications, and licensing agencies’
requirements. Moreover, qualified employees of the MHH Surgery Department will
manage routine ESWL procedures and any emergency procedures or related issues
in conformity with accepted medical practice. If the CON project is approved, MHH
will develop and implement appropriate Policies and Procedures for ESWL services.

All ESWL procedures will be performed in accordance with appropriate clinical
protocols and initiated under the direction of appropriately certified or licensed
medical personnel. MHH will establish and/or follow appropriate ESWL guidelines in
conjunction with the established lithotripsy operations of other Covenant Health
affiliates.

Board certified urologists and/or other appropriately licensed physicians with
appropriate training and certifications will provide overall patient care supervision to
ensure that applicable clinical performance standards are met for all ESWL
procedures.

As outlined elsewhere within this CON application, MHH meets the licensing and

accreditation requirements of the State of Tennessee, The Joint Commission, CMS,
and others.
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8. Data Requirements: Applicants should agree to provide the Department of Health and/or
the HSDA with all reasonably requested information and statistical data related to the operation
and provision of services and to report that data in the time and format requested. As a standard
of practice, existing data reporting streams will be relied upon and adapted over time to
collect all needed information.

If requested by the Tennessee Department of Health, the Tennessee Health Services
and Development Agency, and/or other State agencies, MHH will provide accurate and
appropriate statistics regarding its proposed ESWL service and other data as required.

9. Transfer and/or Affiliation Agreements: If an applicant is not a designated Level 1 trauma
center, an applicant must document an acceptable plan for the development of transfer and/or
affiliation agreements with hospitals in the service area (this criterion does not preclude the
development of transfer agreements with facilities outside the applicant’s Service Area).

MHH is a community hospital offering many services, both at the main hospitai
campus and at a few satellite sites. As a community hospital, MHH has considerable
experience managing and maintaining patient transfer agreements with other
providers — both within the project service area and beyond.

See Attachment C.1.a.9: MHH Transfer Agreements

The proposed ESWL service will be operated as an integral part of the MHH Surgical
Department and in close proximity to the hospital’s Emergency Department, acute
care units, and key outpatient service settings. The ESWL service will be provided in
a setting supported by physicians and clinical personnel who will be prepared to
provide any needed emergency care immediately — and/or make appropriate transfers
to other qualified and trained clinical professionals through close relationships with
area EMS providers and other hospitals in East Tennessee. The main MHH campus
provides continual access to credentialed medical professionals and trained clinical
staff prepared to handle emergency transfers.

10. Access: In addition to the factors set forth in HSDA Rule 0720-11-.01 (1) (listing the factors
concerning need on which an application may be evaluated), the HSDA may choose to give
special consideration to an applicant:

a. That is offering the service in a medically underserved area as designated by
the United States Health Resources and Services Administration;

Not Applicable.
b. That documents that the service area population experiences a prevalence
and/or incidence of urinary stones or other clinical conditions applicable to

extra-corporeal shock wave lithotripsy services that is substantially higher
than the State of Tennessee average; or
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The applicant contends that the service area population may experience a higher
prevalence and/or incidence of urinary stones than might be indicated by the current state
average and projected utilization rates.

For instance, as outlined in other sections of this CON application and related
attachments, the current Tennessee Department of Health ESWL need projections for the
project service area anticipate that residents of the region will only need 298 ESWL'
procedures in 2017. However, the most recent update of the HSDA Medical Equipment
Registry documents that residents of the service area needed at least 293 procedures in
2013. As the population of the Service Area grows and ages, it is reasonable to expect
ESWL demand to increase by significantly more than only 5§ procedures.

Moreover, in recent years, the MHH medical staff has witnessed approximately 300 annual
patient encounters related to kidney stones in the hospital’s emergency department, as
well as others within physician office settings. While not all of these patients are
candidates for lithotripsy procedures, significant and growing demand for lithotripsy
procedures at MHH has been confirmed by local physicians (please see Attachment B.l.a.
Physician Support Letters). Realistically and conservatively, up to 50% or more of these
actual patients could be clinically appropriate candidates for lithotripsy procedures.

Both data review and actual clinical observation by local healthcare professionals indicate
that the real need for lithotripsy services in the region may exceed the current demand
estimates available from the Tennessee Department of Health. To address such
anticipated demand, the proposed project will improve access to an important clinical
service in the region and seek to reduce burdens for many patients. The proposed project
will serve any and all patients needing lithotripsy procedures within the region.

c. That is a “safety net hospital” as defined by the Bureau of TennCare Essential Access
Hospital payment program.

Although not classified as a “safety net hospital’, MHH is an important
component of the TennCare provider network within the hospital’s service
area. MHH has a proven history of serving TennCare, Medicare, and
uninsured patients as a not-for-profit community hospital that offers many
important clinical services that have been historically under-funded.

Like all the other hospital-based services of MHH, this project will be
accessible to all patients in the region since MHH is a contracted provider
with all area TennCare MCOs and has a long history of serving all patients
regardless of race, ethnicity, gender, age, or income level.

b. Applications that include a Change of Site for a health care institution, provide a
response to General Criterion and Standards (4)(a-c)

Not applicable.
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2. Describe the relationship of this project to the applicant facility’s long-range development
plans, if any.

As part of its long-range facility planning efforts, Morristown-Hamblen Hospital (MHH)
regularly evaluates evolving community needs for inpatient, outpatient, emergency, and
physician office services in the region. This current project represents an orderly and
timely continuation of MHH plans to maintain high quality and accessible services needed
within the project service area — and to improve care access for MHH inpatients,
outpatients, and emergency room patients.

The primary goal of the proposed project is to improve access to ESWL services for both
patients and physicians in the project service area by initiating the mobile service at MHH
in an orderly and efficient manner. Consistent with the community-oriented mission of
MHH, the hospital seeks to strengthen its historical commitment and recognized value as
a leading provider of high quality patient care for the people who reside within region.
The proposed project promotes this important planning goal by assuring continued and
improved access to this needed clinical technology for all patients in the region. The
proposed ESWL service will allow MHH to reduce patient burdens while improving
operational efficiencies, patient and physician satisfaction, and overall continuum of care
coordination.

As part of its long range development plans, MHH seeks to initiate ESWL services on a
part-time basis (only two days per week) to meet the anticipated needs of its patients and
medical staff for the foreseeable future (i.e. next 3-5 years). If additional capacity is ever
needed in the future, MHH leadership and the hospital’s medical staff will discuss such
perceived needs with the mobile lithotripsy equipment vendor, other providers in the
region, and the Tennessee Health Services and Development Agency as appropriate.
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3. ldentify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map including the State of Tennessee clearly marked to reflect the
service area. Please submit the map on 8 1/2” x 11" sheet of white paper marked only with
ink detectable by a standard photocopier (i.e., no highlighters, pencils, etc.).

While MHH serves patients from a broad geographic region within East Tennessee (and
occasional patients from elsewhere), the “primary service area” for this lithotripsy project
is Hamblen County from a traditional planning standpoint. As outlined in the charts
below, most of MHH’s inpatients, outpatients, and emergency department patients reside
in Hamblen County. Additionally, MHH and supporting physicians anticipate serving
patients from other nearby counties and rural areas in the region where some MHH
patients have resided historically (i.e. “secondary service area”). Therefore, the “Project
Service Area” from a CON perspective includes Hamblen, Claiborne, Grainger, Jefferson,
and Cocke Counties in East Tennessee.

The proposed mobile lithotripsy unit will enhance convenience, access, and technology
for MHH patients living and working within the project service area that is marked by a
growing and aging population — and relatively high levels of TennCare enrollment and
poverty.

See Attachment C.3. — Service Area Map

The proposed service area for this mobile lithotripsy project is reasonable since the
geography is consistent with counties of patient origin for MHH: 1) Inpatients; 2)
Outpatients; and 3) Emergency Department Patients. Additionally, the proposed service
area is consistent with the counties of patient origin for key physicians who will refer to
the proposed mobile lithotripsy unit — and for the key urologist who will perform many of
the proposed mobile lithotripsy procedures at MHH.

In 2013, MHH received most of its Inpatients from Hamblen County:

MHH — 2013 /npatients (IP) by County

County Inpatients* | % of Total | Cumulative %
Hamblen (PSA) 3,800 57.6% | 57.6%
Grainger 661 10.0% 67.6%

Jefferson 647 9.8% 774%

Cocke 575 8.7% I 86.1%
Claiborne 98 1.5% 87.6%
All Others (TN + Outside) 813 12.4% 100.0%
Total 6,594 100% 100%

* Excludes Newborns and Behavioral Health
Source: Internal Records — MHH
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In 2013, MHH received most of it OQutpatients from Hamblen County:
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MHH — 2013 Outpatients (OP) by County
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County Outpatients* | % of Total | Cumulative %
Hamblen (PSA) 45,549 60.1% 60.1%
Jefferson 7,906 10.4% 70.5%
Grainger 7,175 9.5% 80.0%
Cocke 5713 7.5% 87.5%
Claiborne 983 1.3% 88.8%
All Others (TN + Outside) 8,450 11.2% 100.0%
Total 75,776 100% 100%

* Includes Emergency Department and Ambulatory Surgery Patients
Source: Internal Records — MHH

In 2013, MHH received most of it Emergency Department Patients from Hamblen County:

MHH - 2013 Emergency Department (ED) Patients by County

County ED Patients* | % of Total | Cumulative %
Hamblen (PSA) 20,244 66.9% 66.9%
Grainger 2,869 9.5% 76.4%
Jefferson 2,442 8.1% 84.4%
Cocke 1,594 5.3% 89.7%
Claiborne 183 0.6% 90.3%
All Others (TN + Outside) 2,936 9.7% 100.0%
Total 30,268 100% 100%

Source: Internal Records — MHH
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4.A. Describe the demographics of the population to be served by this proposal.

Project Service Area: Total Population Projections

2013 Total 2014 Total 2015 Total 2016 Total 2017 Total

Population Population Population Population Population

Primary Service Area

Hamblen 63,763 64,108 64,438 64,799 65,181
Secondary Service Area Counties

Jefferson 53,006 53,729 54,482 551255 56,054

Cocke 36,330 36,762 37,207 37,652 38,143

Grainger 22,994 23,111 23,236 23,357 23,513

Claiborne 32,457 32,604 32,765 32,921 33,110

Total CON Project Service Area: 208,550 210,314 212,128 213,984 216,001
State of TN 6,528,014 6,588,698 6,649 438 6,710,579 6,772,022

Source: Tennessee Department of Health (TDH), Division of Health Statistics (6-2013 Revision)
Website: http://health state.tn.us/statistics/quickfacts.htm

The Total Population estimate for Hamblen County in 2014 is 64,108, which is expected to
increase to 65,181 by 2017 (1.67% increase vs. 2.78% for Tennessee). The expected Total
Population growth for the Total CON Project Service Area (2.70% for 2014-2017) is similar
to the estimated growth for Tennessee (2.78%).

Project Service Area: Age 65+ Population Projections

2013 Total 2014 Total 2015 Total 2016 Total 2017 Total
Population Population Population Population Population

Primary Service Area

Hamblen 10,973 11,269 11,522 11,681 11,855
Secondary Service Areas Counties
Jefferson 9,597 9,972 10,334 10,660 10,977
Cocke 6,548 6,669 6,762 6,796 6,848
Grainger 4,085 4,204 4,329 4,421 4,484
Claiborne 5,742 5,880 6,000 6,136 6,258
Total CON Project Service Area: 36,945 37,994 38,947 39,694 40,422
State of TN 950,177 981,984 1,012,937 1,042,071 1,072,143

Source: Tennessee Department of Health (TDH), Division of Health Statistics (6-2013 Revision)
Website: http://health.state.tn.us/statistics/quickfacts.htm

In 2014, 17.6% of the Hamblen County Total Population estimate is Age 65+ and 18.1% of
the Total CON Project Service Area Population is Age 65+. Both estimates are
significantly higher than the 14.9% Age 65+ estimate for Tennessee.

In 2017, both Hamblen County (18.2%) and the Total CON Project Service Area (18.7%) will
have a higher estimated percentage of Age 65+ residents than Tennessee (15.8%).
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4.B. Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and low-
income groups. Document how the business plans of the facility will take into consideration the
special needs of the service area population.

The proposed mobile lithotripsy unit will enhance convenience, access, and technology
for MHH patients living and working within the project service area. The proposed project
will serve the growing and aging population of Hamblen County, as well as some patients
who reside in other nearby areas in the region that may seek care at MHH.

The project service area reflects considerable demographic and socioeconomic diversity.
The planned project will improve access to ESWL technology used for many patients who
need clinical care for kidney stones.

Elderly (Age 65+):

Maintaining and improving lithotripsy services in the region will be beneficial to the
growing elderly population of the project service area.

Within both Hamblen County (PSA) and the Total CON Project Service Area, there is a
greater percentage of individuals who are over 65 years of age when compared to the
State of Tennessee as a whole:

e In 2014, 17.6% of the Hamblen County Total Population estimate is Age 65+ and
18.1% of the Total CON Project Service Area Population is Age 65+; both estimates
are significantly higher than the current 14.9% Age 65+ estimate for Tennessee.

e In 2017, both Hamblen County (18.2%) and the Total CON Project Service Area
(18.7%) will have a higher estimated percentage of Age 65+ residents than
Tennessee (15.8%).

It is generally acknowledged that the incidence of many ilinesses, medical conditions, and
need for clinical services increases with increasing age. The benefits of this project
should be realized significantly by the Age 65+ population in the service area. The mobile
lithotripsy unit will be located at the convenient and well-known main hospital campus of
MHH, which has adequate parking, support functions, and amenities to address elderly
patient needs.

This project assumes that 57% of MHH lithotripsy patients during the first year of the
project will be Medicare enrollees, which is consistent with historical utilization of many
other MHH services.

Low-income Groups:

As indicated on the following chart, the median household income in Hamblen County
($39,316) is less than the median household income for the State of Tennessee as a whole
($44,140). There is a significant percentage of the Hamblen County population that is
living below the poverty level (18.6% vs. 17.3% for Tennessee). Moreover, the following
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chart also indicates that low median household incomes and higher percentages below
the poverty level exist within other key geographies from which some MHH lithotripsy
patients will originate.

Median household Persons below poverty

income, 2008-2012 level, percent, 2008-2012

Primary Service Area

Hamblen $39,316 18.60%
Secondary Service Area Counties

Jefferson $38,800 19.20%

Cocke $29,764 26.00%

Grainger $33,185 20.20%

Claiborne $33,568 23.00%

State of TN $44,140 17.30%

Source: U.S. Census Bureau — State and County Quick Facts (September 2014)

MHH is a not-for-profit community hospital that will continue to serve all patients
regardless of race, ethnicity, gender, age, or income level.

TennCare Enrollees:

As indicated in the following chart, Hamblen County has a significantly higher percentage
of its total population enrolled in TennCare than does Tennessee as a whole (21.1% for
Hamblen County vs. 18.8% for Tennessee). The following chart also indicates relatively
high percentages of TennCare enroliment for other key geographies near Hamblen County
from which some MHH lithotripsy patients may originate.

Female Male Grand Percent
Total Total Total Enrolled
Primary Service Area
Hamblen County 7,707 5,812 13,519 | 21.1%
Secondarv Service Area Counties

Jefferson 6,013 4,555 10,568 19.7%

Cocke 5,745 4,439 10,184 27.7%

Grainger 2,855 2,263 5118 22.1%

Claiborne 4,561 3,560 8121 24.9%

State of TN 716,799 | 524,228 | 1,241,028 18.8%

Source: TennCare Bureau Website — TennCare Enroliment Data as of April 2014

MHH is a contracted provider in all TennCare plans in the region, so the service will be
available to all TennCare enrollees to the extent approved by the TennCare MCOs.
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This project assumes that 15% of the MHH lithotripsy patients during the first year of the
project will be TennCare enrollees, which is consistent with the historical utilization of
other services at MHH. It is anticipated that the total number of TennCare patients that
utilize lithotripsy services at MHH may increase over time with improved access and
convenience in the region.

Community Health Concerns:

The service area population may experience a higher prevalence and/or incidence of
urinary stones than might be indicated by the current state average and projected
utilization rates.

For instance, as outlined in other sections of this CON application and related
attachments, the current Tennessee Department of Health ESWL need projections for the
project service area anticipate that residents of the region will only need 298 ESWL
procedures in 2017. However, the most recent update of the HSDA Medical Equipment
Registry documents that residents of the service area needed at least 293 procedures in
2013. As the population of the Service Area grows and ages, it is reasonable to expect
ESWL demand to increase by significantly more than only § procedures.

Moreover, in recent years, the MHH medical staff has witnessed approximately 300 annual
patient encounters related to kidney stones in the hospital’s emergency department, as
well as others within physician office settings. While not all of these patients are
candidates for lithotripsy procedures, significant and growing demand for lithotripsy
procedures at MHH has been confirmed by local physicians (please see Attachment B.l.a.
Physician Support Letters). Realistically and conservatively, up to 50% or more of these
actual patients could be clinically appropriate candidates for lithotripsy procedures.

Both data review and actual clinical observation by local healthcare professionals indicate
that the real need for lithotripsy services in the region may exceed the current demand
estimates available from the Tennessee Department of Health. To address such
anticipated demand, the proposed project will improve access to an important clinical
service in the region and seek to reduce burdens for many patients. The proposed project
will serve any and all patients needing lithotripsy procedures within the project service
area.
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5. Describe the existing or certified services, including approved but unimplemented CONs, of
similar institutions in the service area. Include utilization and/or occupancy trends for each of
the most recent three years of data available for this type of project. Be certain to list each
institution and its utilization and/or occupancy individually. Inpatient bed projects must include
the following data: admissions or discharges, patient days, and occupancy. Other projects
should use the most appropriate measures, e.g., cases, procedures, visits, admissions, etc.

There are no “approved but unimplemented CONs” for ESWL services in the service
area. According to the Health Services and Development Agency’s Medical Equipment
Registry (i.e. latest available data in August 2014 showing 2013 Data), the only other
approved provider of lithotripsy services in the project’s service area is Lakeway
Hospital (owned and operated by CHS). However, although Lakeway Hospital has been
approval to operate mobile lithotripsy equipment seven days a week, Lakeway only
performed six (6) total procedures during most recent reporting year available via the
HSDA Medical Equipment Registry (2013) — and only six (6) total lithotripsy procedures
are reported on the 2013 Hospital Joint Annual Report for Lakeway Hospital
(http://health. state. tn. us/PublicJARS/Reports/hospital/Current/32252. pdf).

See Attachment C.5.
Health Care Providers that Operate Lithotripsy Equipment in Project Service Area

Prior to the filing of this CON application, the CHS/Lakeway leadership team provided
written confirmation that they are not opposed to this needed MHH project that will be
developed in an orderly manner (i.e. see Attachment B.L.b: Letter from CHS/Lakeway
Hospital).

6. Provide applicable utilization and/or occupancy statistics for your institution for each of the
past three (3) years and the projected annual utilization for each of the two (2) years following
completion of the project. Additionally, provide the details regarding the methodology used to
project utilization. The methodology must include detailed calculations or documentation from
referral sources, and identification of all assumptions.

There are no historical utilization statistics for lithotripsy services at MHH since this
CON application seeks approval to initiate lithotripsy services and operate a vendor-
owned mobile lithotripsy device that currently exists in the service area.

The projected annual utilization for each of the first three years following completion of
the project is summarized in the chart below:

Projected Annual Utilization for Year 1, Year 2, and Year 3:

Projected Annual Utilization Year 1: 2015 | Year 2: 2016 | Year 3: 2017 j
Mobile Lithotripsy Procedures 52 78 104 j
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Projected utilization methodology calculations, assumptions, and justifications for this
proposed project are summarized below:

County of Patient Origin | Approximate % | Year One | Year Two | Year Three
of Total Cases (2019) (2016) (2017)
Hamblen (PSA) B 58 % 30 45 60
Grainger (SSA) 15.5 % 8 12 16
Claiborne* (SSA) 15.5 % 8 12 16
Jefferson (SSA) 6 % 3 5 6
Cocke (SSA) 2% 1 2 2
Other TN Counties™™ (TSA) 3% 2 2 4
Out of State*** (TSA) 0% 0 0 0
Total**** _ 100.0% 52 78 104

Notes:

PSA = Primary Service Area; SSA = Secondary Service Area; TSA = Tertiary Service Area

County of Patient Origin: please see both service area descriptions and justifications in Sections
C.3 and C.4 for background information regarding anticipated geographies of patient origin that are
reasonable for this project. The projected utilization anticipated from each county of the project
service area is significantly below the State's projected ESWL need levels anticipated for the next
three years.

Claiborne* County: based upon recent experience by healthcare providers in Claiborne County*, the
Claiborne Medical Center (CMC) leadership team has confirmed that it anticipates sending at least
one or two patients each month to MHH if the ESWL service is approved so patient access in the
service area can be expanded. MHH is most easily accessible to many Claiborne County residents via
State Highway 25 E, as well as via other travel routes. Both MHH and CMC are clinically aligned
affiliates of Covenant Health.

Other Tennessee (TN) Counties** from which MHH may draw a very few lithotripsy patients (i.e. up
to 3% collectively; representing only 2-3 patients combined annually for years 1-3 of the project)
include the following: Anderson, Sevier, Knox, Union, Campbell, Hancock, Hawkins, Greene,
Washington, Sullivan, and others.

Out of State*** the applicant expects that less than 1% of its total number of lithotripsy patients will be
"out-of-state” residents for Years 1-3 of the project. While it is a possibility that a few out-of-state
patients could be treated by the proposed MHH lithotripsy service each year, such patients have not
been included in the utilization projections for the project.

Total**** projected ESWL utilization for the project is considered reasonable and conservative
considering projected need and population estimates from the Tennessee Department of Health;
documented outmigration from the service area to seek care in recent years; the significant and
increasing number of kidney stone patients observed by providers in Hamblen county; and due to the
fact that anticipated ESWL procedure volumes for each of years 1-3 of the proposed MHH project are
significantly less than the total number of ESWL procedures performed at other Covenant Health
hospitals (outside the service area) for patients who reside within the project service area (i.e. as
summarized in Attachment C.1.a.3, which shows 120 combined procedures in 2013 from the MHH
lithotripsy project service area that were performed and reported by Fort Sanders Regional Medical
Center, Parkwest Medical Center, Methodist Medical Center, and LeConte Medical Center).
Moreover, strong physician support for this project, demographic considerations in the region that
should increase demand over time, and the anticipation of both increased patient access and general
community awareness about the benefits of ESWL services if the project is approved further support
the utilization projections for this CON application.
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ECONOMIC FEASIBILITY

2. Provide the cost of the project by completing the Project Costs Chart on the following page.
Justify the cost of the project.

All projects should have a project cost of at least $3,000 on Line F. (Minimum CON
Filing Fee). CON filing fee should be calculated from Line D. (See Application
Instructions for Filing Fee)

The cost of any lease (building, land, and/or equipment) should be based on fair
market value or the total amount of the lease payments over the initial term of the
lease, whichever is greater. Note: This applies to all equipment leases including
by procedure or “per click” arrangements. The methodology used to determine the
total lease cost for a "per click" arrangement must include, at a minimum, the
projected procedures, the "per click" rate and the term of the lease.

The cost for fixed and moveable equipment includes, but is not necessarily limited
to, maintenance agreements covering the expected useful life of the equipment;
federal, state, and local taxes and other government assessments; and installation
charges, excluding capital expenditures for physical plant renovation or in-wall
shielding, which should be included under construction costs or incorporated in a
facility lease.

For projects that include new construction, modification, and/or renovation;
documentation must be provided from a contractor and/or architect that support
the estimated construction costs.
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PROJECT COSTS CHART

A. Construction and equipment acquired by purchase:

1. Architectural and Engineering Fees
2. Legal, Administrative (Excluding CON Filing Fee), 5,000
Consultant Fees

S Acquisition of Site 0

4, Preparation of Site 0

5. Construction Costs 0

6. Contingency Fund 5,000

7. Fixed Equipment (Not included in Construction Contract) 0
* 8. Moveable Equipment (List all equipment over $50,000) 315,900

9. Other (Specify) 0

B.  Acquisition by gift, donation, or lease:

1. Facility (inclusive of building and land) 0
2. Building only 0
3. Land only 0
4. Equipment (Specify) 0
5. Other (Specify) 0
C. Financing Costs and Fees:
1. Interim Financing
2. Underwriting Costs
3. Reserve for One Year's Debt Service
4. Other (Specify)
D. Estimated Project Cost 325,900
(A+B+C)
E. CON Filing Fee 3,000
F. Total Estimated Project Cost
(D+E) TOTAL 328,900
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* Note: The mobile lithotripsy unit to be leased from a vendor is the only medical
equipment item over $50,000 needed for the project (line A.8 of the Project Costs Chart):

Moveable Equipment over $50,000 Cost**

Mobile Lithotripsy Device: MEDISPEC Econolith E3000, Model 3000 (SW-6) $ 315,900

** The estimated contract cost for the initial term of the mobile lithotripsy equipment lease
will be $ $315,900 — which represents a total cost of $ 1,350 per procedure (i.e. “per click”)
for 234 procedures anticipated for the initial equipment vendor contract term of 36 months
(Y1:52 + Y2; 78 + Y3: 104 = 234 Total Procedures for Y1-Y3).

See Attachment C, Economic Feasibility, 1 — Preliminary Equipment Lease Quote

This total anticipated sum of lease payments for the initial contract term is greater than
the documented Fair Market Value of the equipment to be used for the project ($ 245,000).

See Attachment C, Economic Feasibility, 1 — Equipment FMV Documentation

2. ldentify the funding sources for this project.

Please check the applicable item(s) below and briefly summarize how the project will be
financed. (Documentation for the type of funding MUST be inserted at the end of the
application, in the correct alpha/numeric order and identified as Attachment C, Economic
Feasibility-2.)

A. Commercial loan--Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan,
and any restrictions or conditions;

B. Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing authority
stating favorable initial contact and a conditional agreement from an underwriter or
investment banker to proceed with the issuance;

C. General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

D. Grants--Notification of intent form for grant application or notice of grant award; or
X E. Cash Reserves--Appropriate documentation from Chief Financial Officer.

F. Other—Identify and document funding from all other sources.
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Covenant Health, the parent company of Morristown-Hamblen Hospital, has sufficient
cash reserves to complete the proposed project at the estimated total project cost of

$ 328,900 for certificate of need purposes. However, there is no required capital outlay by
either MHH or Covenant Health for this project which simply creates operational access to
a vendor-owned mobile lithotripsy unit via a “per procedure” (“per click”) equipment lease
arrangement.

See Attachment C, Economic Feasibility, 2 — Documentation of Funding Type

3. Discuss and document the reasonableness of the proposed project costs. If applicable,
compare the cost per square foot of construction to similar projects recently approved by the
Health Services and Development Agency.

There is no required construction or renovation cost for this project since an existing
operating room in the surgical department at MHH will be used for all lithotripsy
procedures to be performed using the mobile equipment that will be moved into the
suitable surgery suite when needed.

Therefore, the overall average cost per square foot of needed construction and/or
renovations for this project is $ 0.00 per square foot.

4. Complete Historical and Projected Data Charts on the following two pages — Do not modify
the Charts provided or submit Chart substitutions! Historical Data Chart represents revenue
and expense information for the last three (3) years for which complete data is available for
the institution. Projected Data Chart requests information for the two (2) years following the
completion of this proposal. Projected Data Chart should reflect revenue and expense
projections for the Proposal Only (ie., if the application is for additional beds, include
anticipated revenue from the proposed beds only, not from all beds in the facility).

The following two pages contain: 1) the completed Historical Data Chart for
Morristown-Hamblen Hospital and 2) the Projected Data Chart for the proposed mobile
lithotripsy project.

5. Please identify the project’'s average gross charge, average deduction from operating
revenue, and average net charge.

The project’s average projected gross charge, average estimated deduction from
operating revenue, and average projected net charge are presented below. No
adjustments for inflation are assumed.

Average Projected “Gross Charge” = $14,988

Average Estimated “Deduction” = $11,160
Average Projected “Net Charge” = $3,828
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HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or

agency. The fiscal year begins in January (Month).

A. Ultilization Data (Adjusted Admissions)
B. Revenue from Services to Patients

1. Inpatient Services

2. Outpatient Services
3. Emergency Services
4

Other Operating Revenue (Specify):
Meaningful Use; JV: ASTC Mgmt Fees; etc.

Gross Operating Revenue

1. Contractual Adjustments
2. Provision for Charity Care
3. Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE

D. Operating Expenses

Salaries and Wages

Physician’s Salaries and Wages
Supplies

Taxes

Depreciation

Rent

Interest, other than Capital

Other Expenses (Specify):
Enerqy, Professional Fees, Telephone, efc.

Total Operating Expenses

© NGO hAODN=

E. Other Revenue (Expenses) — Net (Specify):
Contributions, Grants,_Interest Income, elc.

NET OPERATING INCOME (LOSS)
F. Capital Expenditures

1. Retirement of Principal
2. Interest

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

41

Year 2011 Year 2012 Year 2013
15,164 15,187 14,657
129,246,391 127,869,431 137,313,106
144,821,406 161,046,096 151,182,054
17,366,623 17,685,638 17,302,302
2,275,139 2,340,721 2,795,001
293,709,559 308,941,886 308,592,462
179,403,258 193,915,995 198,813,844
14,161,394 12,707,142 12,564,453
15,688,309 18,531,240 12,122,619
209,252,961 225,154,377 223,500,916
84,456,598 83,787,509 85,091,546
34,202,053 30,774,732 29,043,945
2,113,712 2,796,141 172,764
22,468,530 21,556,295 21,941,369
148,782 201,093 116,243
5,449,733 6,163,969 6,912,324
231,234 404,662 74,226
82,913 71,787 67,330
22,483,756 23,441,469 23,184,043
87,180,713 85,410,148 81,512,244
(253,313) 2,560 (11,130)
(2,977,428) (1,620,079) 3,568,172
6,205 6,205

6,205 6,205

(2,977,428) (1,626,284) 3,561,967



Morristown-Hampien Hospital — Vioblle LItNotripsy services LUN Application

PROJECTED DATA CHART

Give information for the two (2) years following the completion of this proposal. The fiscal year

begins in

January (Month).

Utilization Data (Lithotripsy Procedures)

B. Revenue from Services to Patients

1.

2
31
4

Inpatient Services
Outpatient Services
Emergency Services

Other Operating Revenue (Specify)

Gross Operating Revenue

C. Deductions from Gross Operating Revenue

1.
2.
3.

Contractual Adjustments
Provision for Charity Care
Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE
D.  Operating Expenses

@ N O 0~ 0w N =

Salaries and Wages

Physician Salaries and Wages
Supplies

Taxes

Depreciation

Rent

Interest, other than capital

Other Expenses
Total Operating Expenses

E.  Other Revenue (Expenses) -- Net (Specify)
NET OPERATING INCOME (LOSS)
F.  Capital Expenditures

1.
2.

Retirement of Principal

Interest

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES
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Year 1
52

36,631
742,761
0

0
779,392

518,296
34,293
27,731

580,320

199,072

8,164
0
6,500
0
0
0
0

134,004
148,668

50,404

50,404

Year 2
78

54,047
1,114,142
0

0
1,169,089

777,444
51,440
41,596

870,480

298,609

12,246
0
9,750
0

0

0

0

201,006
223,002

75,607

75,607
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6. A. Please provide the current and proposed charge schedules for the proposal. Discuss any
adjustment to current charges that will result from the implementation of the proposal.
Additionally, describe the anticipated revenue from the proposed project and the impact
on existing patient charges.

The average projected gross charge, average projected deduction from operating
revenue, and average projected net charge for the two years following the
completion of this proposal are presented below:

Average Projected “Gross Charge” = $14,988
Average Estimated “Deduction” = $11,160
Average Projected “Net Charge” = $3,828

These estimates for the proposed project are consistent with the actual experience
of Covenant Health (the parent company of MHH) for its existing mobile lithotripsy
services at other hospitals prior to the filing of this CON application.

B. Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health
Services and Development Agency. If applicable, compare the proposed charges of the
project to the current Medicare allowable fee schedule by common procedure terminology
(CPT) code(s).

The “average gross charge” per lithotripsy procedure when the new mobile service
begins is estimated to be $14,988 — with average deduction from operating revenue

estimated at $11,160 and average “net charge” (or net revenue) estimated at $3,828.
These estimates for the proposed project are consistent with the current charges of
Covenant Health for its existing mobile lithotripsy services prior to the filing of this

CON application.

Currently, the Medicare allowable fees for lithotripsy procedures at community
hospitals like MHH are $ 2,483.55 - $ 8,333.55:

e Inpatient - $2,483.55

e Outpatient - without complications $5,875.84

e Outpatient - with complications $8,222.55

Additionally, the proposed charges for the project are reasonable considering data
available about lithotripsy procedures at other approved sites in Tennessee.

HSDA Approved Lithotripsy Service | Estimated A\_/era_gé Gross Charge
T Lakeway Hospital (2013) ) $ 32,456
University Medical Center (2013) $ 31,585
Indian Path Medical Center (2013) $ 18,186
Physicians Regional Medical Center (2013) $ 17,842

Source: Tennessee HSDA Equipment Registry (August 2014)
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7. Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.

The proposed project is both cost-effective and viable. Anticipated utilization rates are
sufficient to produce positive cash flow for the project in Year 1, Year 2, and Year 3 — and
will be sufficient to maintain operations over time. Additionally, MHH anticipates that a
positive Net Operating Income will be achieved for each year of the project, beginning in
Year 1.

Projected Annual Utilization Year 1 Year 2 Year 3
Mobile Lithotripsy Procedures 52 78 104
Financial Feasibility

Net Operating Revenue 199,072 298,609 | 398,145
Net Operating Income 50,404 75,607 100,809

Beyond initial conservative projections, it is expected that mobile lithotripsy utilization in
the region may actually grow modestly in the foreseeable future due to demographic
factors and increasing demand across the region over time.

MHH will continue to serve all patients regardless of race, ethnicity, age, gender, or
income level.

8. Discuss how financial viability will be ensured within two years; and demonstrate the
availability of sufficient cash flow until financial viability is achieved.

The proposed project is economically feasible and viable. The positive cash flow
projected for each year of the project will be sufficient to maintain operations over time -
and MHH anticipates that a positive Net Operating Income will be achieved within each
year of the project, beginning in Year 1. There is no direct capital expense to MHH or
Covenant Health for the proposed project (or related depreciation expense). Regardiess,
the applicant has adequate financial resources to cover the entire cost of the project as a
Covenant Health affiliate.

Projected Annual Utilization Year 1 Year 2 Year 3
Mobile Lithotripsy Procedures 52 78 104
Financial Feasibility

Net Operating Revenue 199,072 298,609 398,145
Net Operating Income 50,404 75,607 100,809
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10.

Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically indigent
patients will be served by the project. In addition, report the estimated dollar amount of
revenue and percentage of total project revenue anticipated from each of TennCare,
Medicare, or other state and federal sources for the proposal’s first year of operation.

Historically, MHH has provided a significant level of care to patients participating in
TennCare and Medicare funded programs. The proposed mobile lithotripsy project
assumes that participation in these government sponsored programs will continue.

The following table projects the estimated dollar amount of gross revenue associated
with patients covered by these two government programs.

First Year of Operation

Estimated Gross Revenue % of Gross Revenue
TennCare $ 116,909 15%
Medicare $ 444,245 57%

Provide copies of the balance sheet and income statement from the most recent reporting
period of the institution and the most recent audited financial statements with accompanying
notes, if applicable. For new projects, provide financial information for the corporation,
partnership, or principal parties involved with the project. Copies must be inserted at the
end of the application, in the correct alpha-numeric order and labeled as Attachment C,
Economic Feasibility-10.

See Attachment C, Economic Feasibility, 10 — Financial Statements
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11. Describe all alternatives to this project which were considered and discuss the advantages
and disadvantages of each alternative including but not limited to:

(a) A discussion regarding the availability of less costly, more effective, and/or more efficient
alternative methods of providing the benefits intended by the proposal. If development
of such alternatives is not practicable, the applicant should justify why not; including
reasons as to why they were rejected.

This CON application seeks approval to initiate lithotripsy services and operate a
vendor-owned mobile lithotripsy device that currently exists in the service area.
The proposed equipment for the project is a clinically appropriate and proven
lithotripsy unit that has plenty of open capacity available to meet the needs of
MHH, its medical staff, and its patients for the foreseeable future. Moreover, the
proposed arrangement to make mobile lithotripsy equipment available at MHH
allows provider flexibility and represents a unique opportunity for orderly and
efficient collaboration within Hamblen County.

This selected alternative to increasing access to lithotripsy services in Hamblen
County is the most practical, cost-effective, efficient, and orderly way to introduce
a new lithotripsy service on site at MMH. The project seeks to utilize (i.e. share)
medical equipment that already exists within the service area in a manner
supported by the existing vendor, that will not be opposed by the only existing
provider of mobile lithotripsy services within Hamblen County, and that requires
no capital outlay by MHH, it's parent company, or it's medical staff.

Other options considered include the following:

e Do nothing — not an acceptable option for the MHH medical staff and
other community physicians due to increasing demand for lithotripsy
services on site at MHH, as well as because of significant outmigration
burdens for many patients who need lithotripsy procedures

e MHH Acquisition of Lithotripsy Equipment — this option was rejected
since it would be more costly to the applicant; would create unneeded,
duplicative, and competing excess capacity in the region; would not
utilize existing resources available in the service area with open capacity
to address needs via an orderly equipment sharing arrangement
supported by a reputable and proven vendor.

(b) The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented
that superior alternatives have been implemented to the maximum extent practicable.

Not applicable. This project requires no construction or renovation expense.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1.

List all existing health care providers (e.g., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with which the
applicant currently has or plans to have contractual and/or working relationships, e.g., transfer
agreements, contractual agreements for health services.

Morristown-Hamblen Hospital has contracts with the following managed care
organizations and intends to contract with them for the proposed project as well.

Aetna

Beech Street

Blue Cross Blue Shield of TN — Commercial (Network P, Network S)
BlueCare/TennCare

Blue Cross Blue Shield of TN — Medicare Advantage
BlueGrass Family Health — Commercial

CCN - Commercial

CHA Provider Network — Commercial

CIGNA (Includes Great West) - Commercial
Humana ChoiceCare — Commercial

Humana Medicare Advantage

Initial Group — Commercial

MedSave USA — Commercial

Multiplan - Commercial

National Provider Network — Commercial

PHCS - Commercial

Tri-Care (Champus) — Military

United HealthCare — Commercial

United HealthCare Medicare Advantage

United HealthCare Community Plan /TennCare
USA Managed Care Organization — Commercial

In addition to managed care contracts, the applicant will have appropriate transfer
agreements and working arrangements with hospitals and other healthcare
organizations.

Describe the positive and/or negative effects of the proposal on the health care system.
Please be sure to discuss any instances of duplication or competition arising from your
proposal including a description of the effect the proposal will have on the utilization rates of
existing providers in the service area of the project.

The project will have a positive effect on the service area. MHH simply seeks to initiate
mobile lithotripsy services at a convenient and well-know location at its main hospital
campus. The project proposes to use existing vendor-owned mobile lithotripsy equipment
that is currently operational in the service area and that has significant open capacity that

is sufficient to meet the needs of MHH patients and physicians in the service area.
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The proposed mobile lithotripsy project will have a positive impact because it expands
access to a needed service in the community while enhancing the clinical capabilities of
the not-for-profit community hospital Hamblen County. The proposed location of the
mobile lithotripsy unit will make scheduling easy and efficient, utilizing existing staff and
support infrastructure to ensure a “patient-friendly” and “physician-friendly” environment
for needed lithotripsy procedures within the service area. The proposed lithotripsy
services will be operated as a fully-integrated component of the MHH campus - providing
direct connectivity to the Surgery, Emergency, Imaging, and Medical Staff functions of the
hospital. The project will utilize the same qualified leadership and appropriately trained
staff that currently support other areas of the medical center.

The project will not have a negative effect on the service area — and does not require
unnecessary duplication of healthcare services in the region. This project does not add
another mobile lithotripsy unit to the project service area — rather, the project will improve
mobile lithotripsy access within the region by initiating such services at another location
via the orderly and efficient use of an existing vendor-owned lithotripsy unit that has been
underutilized historically. Lakeway Hospital (owned and operated by CHS), the only
existing provider of lithotripsy services in the project service area, has provided a letter to
confirm that it is not opposed to the project.

The project represents a logical addition to MHH’s existing mix of clinical services within
Hamblen County to better serve its patients and affiliated physicians in an orderly manner.
Like all other hospital-based services provided by MHH, this project will be accessible to
all patients in the region since MHH is a contracted provider with all area TennCare MCOs
and has a long history of serving all patients regardless of race, ethnicity, gender, age, or
income level. The project addresses evolving community needs and the expressed
opinions of providers who serve many patients from the project service area. Moreover,
this project reflects the ongoing commitment of MHH to invest in needed community
healthcare resources locally — and does not create financial and legal risk for other
community healthcare providers.
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3. Provide the current and/or anticipated staffing pattern for all employees providing patient care
for the project. This can be reported using FTEs for these positions. Additionally, please
compare the clinical staff salaries in the proposal to prevailing wage patterns in the service
area as published by the Tennessee Department of Labor & Workforce Development and/or
other documented sources.

Staffing Pattern & Wage Comparisons

Planned Wage

at Estimated MHH MHH
Position - FTE’s Market Rate Minimum Maximum
Surgery RN* (Lithotripsy Trained) <.05 FTE $ 23.45 / hour $18.10 ~ $29.60
Pre/Post-Op RN* (Lithotripsy Trained) | <.05 FTE $ 23.45 / hour $18.10 $29.60
Surgery Tech* (Lithotripsy Trained) < .05 FTE $ 18.23 / hour $13.38 | $21.11
Office and Logistics Support Staff* <.05 FTE $ 11.35/ hour $9.26 $13.70

* Represents existing staff (FTEs) within the MHH Surgery Department

Source notes: on behalf of its affiliates, including MHH, and for clinically-oriented positions, Covenant Health
currently subscribes to and/or participates in the following salary survey sources and might use them
individually or in combination to ascertain and establish market competitive salary levels: Tennessee
Hospital Association Annual Salary Survey, W.M. Mercer - Integrated Health Network Annual Salary Survey,
Towers Watson - Hospital & Healthcare Management Compensation Report, Towers Watson - Hospital &
Healthcare Professional, Nursing, & Allied Services Compensation Report, Hospital & Healthcare Comp
Services — Homecare Salary and Benefits Survey, Sullivan, Cofter & Associates — Hospital & Healthcare
Manager & Executive Comp Survey, Economic Research Institute - Complete Consultant Series (Salary
Assessor, Executive Comp Assessor, Geographic Assessor).

4. Discuss the availability of and accessibility to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department of
Mental Health and Developmental Disabilities, and/or the Division of Mental Retardation
Services licensing requirements.

The proposed project will utilize existing Surgery Department leadership and staff from
MHH. Additionally, there are no current indications that the required employees for
this project will be difficult to identify and/or hire within the proposed service area.
MHH and Covenant Health have a proven track record of finding, hiring, and
developing excellent clinical staff across service lines in conjunction with affiliated
physicians.

5. Verify that the applicant has reviewed and understands all licensing certification as required
by the State of Tennessee for medical/clinical staff. These include, without limitation,
regulations concerning physician supervision, credentialing, admission privileges, quality
assurance policies and programs, utilization review policies and programs, record keeping,
and staff education.

The applicant has reviewed and understands all licensing certification as required by
the State of Tennessee for medical/clinical staff.
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6. Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

Covenant Health affiliated entities, including Morristown-Hamblen Hospital, have a
strong history of training many students in clinical areas that enhance community
healthcare within East Tennessee. It is likely that the proposed project will benefit
from and participate with such ongoing training efforts and relationships with training
programs in the region.

7. (a) Please verify, as applicable, that the applicant has reviewed and understands the
licensure requirements of the Department of Health, the Department of Mental Health
and Developmental Disabilities, the Division of Mental Retardation Services, and/or any
applicable Medicare requirements.

The applicant has reviewed and understands the licensure requirements of the
Department of Health, the Department of Mental Health and Developmental
Disabilities, the Division of Mental Retardation Services, and/or any applicable
Medicare requirements.

(b) Provide the name of the entity from which the applicant has received or will receive
licensure, certification, and/or accreditation.

Licensure: Tennessee Department of Health
Accreditation: The Joint Commission

(c) If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the facility.

MHH is in good standing with the Tennessee Department of Health (TDH) and The
Joint Commission (TJC).

See Attachment C, Orderly Development, 7.c. — TDH License and TJC Certificate

(d) For existing licensed providers, document that all deficiencies (if any) cited in the last
licensure certification and inspection have been addressed through an approved plan of
correction. Please include a copy of the most recent licensure/certification inspection
with an approved plan of correction.

MHH has addressed all deficiencies cited in recent certifications and inspections.

See Attachment C, Orderly Development, 7.d. — Inspections & Corrections

8. Document and explain any final orders or judgments entered in any state or country by a
licensing agency or court against professional licenses held by the applicant or any entities or
persons with more than a 5% ownership interest in the applicant. Such information is to be
provided for licenses regardless of whether such license is currently held.

Not applicable.
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9.

10.

|dentify and explain any final civil or criminal judgments for fraud or theft against any person
or entity with more than a 5% ownership interest in the project.

Not applicable.

If the proposal is approved, please discuss whether the applicant will provide the Tennessee
Health Services and Development Agency and/or the reviewing agency information
concerning the number of patients treated, the number and type of procedures performed,
and other data as required.

If requested by the Tennessee Health Services and Development Agency and/or the
reviewing Agency, the applicant will provide statistics regarding the number of
patients treated, the number and type of procedures performed, and other data as
required.
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PROOF OF PUBLICATION
Attach the full page of the newspaper in which the notice of intent appeared with the mast
and dateline intact or submit a publication affidavit from the newspaper as proof of the
publication of the letter of intent.

See Attachment — Proof of Publication

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a
period not to exceed three (3) years (for hospital projects) or two (2) years (for all other
projects) from the date of its issuance and after such time shall expire; provided, that the
Agency may, in granting the Certificate of Need, allow longer periods of validity for
Certificates of Need for good cause shown. Subsequent to granting the Certificate of
Need, the Agency may extend a Certificate of Need for a period upon application and good
cause shown, accompanied by a non-refundable reasonable filing fee, as prescribed by
rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole
discretion of the Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project
will be completed in multiple phases, please identify the anticipated completion date
for each phase.

2. If the response to the preceding question indicates that the applicant does not
anticipate completing the project within the period of validity as defined in the
preceding paragraph, please state below any request for an extended schedule and
document the “good cause” for such an extension.
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c): January 2015

Assuming the CON approval becomes the final agency action on that date; indicate the number of
days from the above agency decision date to each phase of the completion forecast.

10.

11.

12.

13.

Phase

. Architectural and engineering contract signed

Construction documents approved by the Tennessee
Department of Health
Construction contract signed
Building permit secured
Site preparation completed
Building construction commenced
Construction 40% complete
Construction 80% complete
Construction 100% complete (approved for occupancy)
*lssuance of license
*Initiation of service
Final Architectural Certification of Payment

Final Project Report Form (HF0055)

Days Required Anticipated Date

{(Month/Day)
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
0 N/A
1 February 1-15, 2015
0 N/A
1 April 1, 2015

* For projects that do NOT involve construction or renovation: please complete items 10 and 11 only.

Note:

determination to reflect the actual issue date.
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF &/ NOX

i TU ‘Ke LR'(U/}CE i O/ ), being first duly sworn, says that he/she is the applicant named

in this application or his/her lawful agent, that this project will be completed in accordance with the
application, that the applicant has read the directions to this application, the Tennessee Health Services
and Development Agency and T.C.A. § 68-11-1601, ef seq., and that the responses to questions in this
application or any other questions deemed appropriate by the Tennessee Health Services and

Development Agency are true and complete.

Signature/Title

’/P SrATES (e AN NG~
B + DEUECGPMENT™

Sworn to and subscribed before me this the lO day of O@JDM , 20/_%, a Notary

Public in and for the County of £ NO)Y . State of Tennessee.
s Sthoitia
77 v )

NOFARY PUBLIC
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STATE OF TENNESSEE
Tre Hargett, Secretary of State

Division of Business Services

William R. Snodgrass Tower
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

BUTLER SNOW LLP September 3, 2014
STE 1600
150 3RD AVE S
NASHVILLE, TN 37201-2046
Request Type: Certificate of Existence/Authorization Issuance Date: 09/03/2014
Request #: 0138064 Copies Requested: 1

- o Document Recelpt - - o
Receipt # : 1630638 Filing Fee: $20.00
Payment-Check/MO - BUTLER SNOW LLP, NASHVILLE, TN $20.00
Regarding: MORRISTOWN-HAMBLEN HOSPITAL ASSOCIATION
Filing Type: Corporation Non-Profit - Domestic Control # : 79819
Formation/Qualification Date: 01/09/1952 Date Formed: 01/09/1952
Status: Active Formation Locale: TENNESSEE
Duration Term: Perpetual Inactive Date:

Business County: HAMBLEN COUNTY

CERTIFICATE OF EXISTENCE

I, Tre Hargett, Secretary of State of the State of Tennessee, do hereby certify that effective as of
the issuance date noted above

MORRISTOWN-HAMBLEN HOSPITAL ASSOCIATION

* is a Corporation duly incorporated under the law of this State with a date of incorporation and
duration as given above,

* has paid all fees, taxes and penalties owed to this State (as reflected in the records of the
Secretary of State and the Department of Revenue) which affect the existence/authorization of
the business;

* has filed the most recent annual report required with this office;
* has appointed a registered agent and registered office in this State;
* has not filed Articles of Dissolution or Articles of Termination. A decree of judicial dissolution

has not been filed.

Tre Hargett
Secretary of State

Processed By: Nichole Hambrick Verification #: 008565723

Phone 615-741-6488 * Fax (615) 741-7310 * Waebsite: hitp:/tnbear.tn.gov/



STATE OF TENNESSEE
Tre Hargett, Secretary of State

Division of Business Services

312 Rosa L. Parks Avenue
6th Floor, William R. Snodgrass Tower .
Nashville, TN 37243

MORRISTOWN-HAMBLEN HOSPITAL ASSOCIATION June 30, 2010

908 W 4th North St
Morristown, TN 37814-3894 USA

Filing Acknowledgment

Please review the filing information below and notify our office immediately of any discrepancies.

Control #: 79819 Status:  Active
Filing Type: Corporation Non-Profit - Domestic

Document Réceipt

Receipt#: 212072 Filing Fee: $20 00
Payment-Account - CFS, Nashville, TN $2000
Amendment Type: Articles of Amendment fmage # : 6738-3138

Filed Date: 06/30/2010 1:48 PM

This will acknowledge the filing of the attached articles of amendment with an effective date as
indicated above. When corresponding with this office or submitting documents for filing, please

refer to the control number given above.

You must also file this document in the office of the Register of Deeds in the county where the
entity has its principal office if such principal office is in Tennessee.

o Yot

Tre Hargett, Secndary of State
Business Services Division

Processed By: Cynthia Dunn

Field Name Changed From Changed To

Principal Address 1 908 WEST FOURTH NORT 908 W 4th North St
Principal Postal Code 378140000 37814-3894

Registered Agent First Name WARREN John

Registered Agent Last Name GOOCH Geppi

Registered Agent Middie Name L T.

Registered Agent Physical Address 1 800 SOGAY ST 2500 1410 Centerpoint Boulevard
Registered Agent Physical Address 2 KRAMER RAYSON LLP Suite 401

Registered Agent Physical Postal Code 379220000 37922

Phone (615) 741-2286 * Fax (615) 741-7310 * Website: http://tnbear tn gov/



N ARTICLES OF AMENDMENT

Bepurtment of Stute TO THE CHARTER
Corporate Filings (Nonprofit)
J12 Rosa L Parks Avenue
6™ Floor, William R. Snodgrass Tower
Nashville, TN 37243

Lo

Corporate Control Number (If Known) 000079819 _ B

Pursuant to the provisions of section 48-60-105 of The Tennessee Nonprofit Corporation dci the undersigned
corporation adopts the following articles of amendment to its chaiter:

| Please insert the name of the corporation as it appears of record:
MORRISTOWN-HAMBLEN HOSPITAL ASSOCIATION )
If changing the name, insert the new name on the line below:

N/A .

2 Please check the block that applies:
£J Amendment is to be effective when filed by the secretary of state
Amendment is to be effective, _JUNE 30, 2010 {month day year)
(Not to be laler than the 90th day after the date this document is fled ) [ neither block is checked, the amendment will be
effective at the time of filing

[*3]

Please insert any changes that apply:
a Princlpal agdress:

“TStreat) €ity) (StaterCounty) (Zip Teday
b Registered agent: __ i SN =

¢ Regislored address: kb

{Sireely T (SEEICEuntY)
d  Other changes: _|SEE FULLY AMENDED AND RESTATED CHARTER ATTAGHED] )

{Zip C5d&)

4 The corporation is a nonprofit corporation

5. The manner (if not set foith in the amendment) for implementation of any exchange, reclassification, o
cancellation of memberships is as follows:

6. The amendment was duly adopted on _MARCH 19, 2010 (month. day. year)
by (please check the block that applies):

[ I'he incorporators without member approval, as such was not required
The board of directors without member approval, as such was not required
[T The membets

7 Indicate which of the following statements applies by checking the applicable block:
Additional approval for the amendment (as permitted by §48-60-301 of the tennessee nonhprofit cotporation
act) was not required
[ Additional approval for the amendment was required by the charter and was abtained,

PRESIDENT

Signer’s Capacity / ignatime -

JUNE 30, 2010 RICHARD L. CLARK

Date Name of Signer (typed or printed) -

554416 Filing Fee: $20 RDA 1678
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Pursuant to Tenn. Code Ann. §§ 48-60-101, et seq., the charter of Morristown-Hamblen
Hospital Association (the “Corporation”), a Tennessee nonprofit corporation incorporated under
the Tennessee Nonprofit Corporation Act (the “Act”), is hereby amended and restated in its

entirety as follows:

3 Name. The name of the Corporation is Motristown-Hamblen Hospital
Association.
2 Public Benefit, The Cbrporation is a public benefit corporation

3. Registered Office and Agent. The street address of the registered office of the
Corporation shall be 1410 Centerpoint Boulevard, Suite 401, Knoxville, Tennessee 37922. The
name of the 1egistered agent at that office shall be John T. Geppi.

4 Principal Office. The street address of the principal office is 908 W, 4™ Noxth St.,
Morristown, Hamblen County, Tennessee 37814-3894.

5 Not for Profit. The Corporation is not for profit
6. Members. The Corporation shall have a sole member, which shall be Covenant

Health, a Tennessee nonprofit corporation (the “Covenant”),

7 Governance Generally. The board of directors of the Cotporation shall be the
board of directors of Covenant (the “Covenant Board”), as the Covenant Board is comprised
from time to time and as the Covenant Board exists and functions pursuant to the charter and
bylaws of Covenant. Except for those specific and limited corporate powers that the Local
Board (as defined in Paragraph 8 below) is authorized to exercise, all corporate powers of the
Corporation will be exercised by and under the authority of, and the affairs of the Corporation
will be managed under the direction and control of, the Covenant Board.

8. Local Board.

(a)  Powers of Local Board. A group of individuals (referred to herein as the
“Local Board”) is authorized to exercise the powers sef foith in this Subparagraph 8(a), all of
which must be exetcised in a manner consistent with and subject to the policies, requirements
and ultimate authority of the Covenant Board. All corporate powers that the Local Board is not
specifically authorized to exercise are reserved to and shall be exercisable by the Covenant
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Board Such reserved powers shall include the right to override decisions of thcl_l,_ggai‘Bqarr_d and
to exercise on behalf of the Corporation any corporate power delegated LI%.EIC ¢ EBoard e T
at ¢

this Subparagraph 8(a) upon a determination by the Covenant Board th @@'af&r]lﬁsmTE
fatled to exercise such power in a manner consistent with and subject to the policies, i
requirements and authority of the Covenant Board ;d
1]
(i) Finance The Local Board shall review and recommend to the "
Covenant Board operating and capital budgets of the Corporation for each fiscal year of the ,l,f,f
Corporation; monitor financial performance of the Corporation; and, when determined to he giﬁ:l

necessary by the Local Board, approve budgeted capital expenditures by the Corporation that
exceed $50,000 per instance or occurrence.

(ii) Strategy. The Local Board shall recommend to the Covenant Board
strategic and facility improvement initiatives for the Corporation

(i)  Quality and Safety. The Local Board shall have primary
responsibility for oversight of the Corporation’s efforts to ensure that the Corporation’s hospital
and other health care facilities meet all quality and safety standards adopted by Covenant fioin
time-to-time for genetal application at all Covenant affiliated hospitals and other health care
facilities, including evaluating and improving the quality of health care provided by the
Corporation’s hospital and other health care facilities and by providers of health care services at
such facilitics and reviewing, monitoring and approving safety and risk management policies,
procedures and plans.

(iv)  Joint Commission Compliance. The Local Board shall have
primary responsibility for reviewing and establishing criteria and procedures to ensure
appropriate accreditation of the Corporation’s facilities by The Joint Commission,

(v) Chief Administrative Officer The Local Board shall provide fo
Covenant’s executive vice president for hospital operations (or other officer designated by
Covenant) input regarding the selection, termination and compensation of the Cotporation’s
chief administrative officer as part of an annual evaluation of the performance of the
Corporation’s chiel administiative officer.

(vi)  Audit. The Local Board shall be entitled to information regarding
the results and management recommendations of any separate, independent audit of the
Corporation’s financial statements.

(vii)  Medical Staff. The Local Board shall have primary responsibility
for routine medical staff credentialing, subject to review and ratification by Covenant’s system
quality committee, and for disciplinary actions taken with respect to members of the medical
staff of the Corporation’s hospital facilities, in each casc subject to rules and policies adopted by
the Covenant Board or its system quality committee fiom time-to-time for general application at
ail Covenant affiliated hospitals and other facilities The Local Board shall recommend to the
Covenant Board physician recruitment and medical staff development plans for the
Corporation’s facilities.
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(vil) Philanthropy The Local Board will provide SE&W t’f—fﬁ&‘l’bﬁ"}""T
fundraising efforts of the Corporation, including, without limiting other fundraising sti? ‘SQF STAIE

determining, maintaining and modifying the Corporation’s relationship with Monistown-
Hamblen Hospital Foundation, a Tennesses nonprofit corporation (“MHHF™) and any successor
organization to MHHF; provided that any such determination, maintenance or modification of
such relationship shall have been approved by a majority of the members of the Local Board then
in office and that such majority include the CH Directors (as such term is defined in the
Agreement referenced in Section 8(a)(ix) below

(ix)  Agreement with Covenant. The Local Board will have the power,
to be exercised on behalf of and in the name of the Corporation, to: (1) enforce the terms and
provisions of that certain “Agreement among Morristown-Hamblen Hospital Association d/b/a
Mormristown-Hamblen HealthCare System and Covenant Health,” dated April 5, 2010 (the
“Agreement”) to the extent provided under the terms of the Agreement; (2) approve any
modification or waiver of any of the terms or conditions of the Agreement; and (3) approve any
material changes to the list of Identified Uses (as such term is defined in Article TII of the

Agteement

(x)  Nomination of Two Directors of Covenant Board. As required by
Section 4.2 of the Agreement, the Local Board shall be responsible for submitting nominations to
the Covenant Board of Qualified Individuals (as defined in the Agreement) to fill two (2) voting
director seats on the Covenant Board The process for submitting such nominations and the
number of Qualified Individuals to be so nominated shall be as set forth in the bylaws of the

Corporation.

(xi)  Name. The Local Board shall have the right to approve any change
of name of the Corporation or the hospital facility currently operated as “Morristown-Hamblen
Hospital;” provided such approval right shall not apply to the name of any department, division
or other facility that is only a part of said hospital facility

(xii) Advisory Functions. Except for the exercise of the powers
specifically enumerated in this Subparagraph 8(a), the Local Board’s function shall be to advise
the management of the Corporation, the Covenant Board and the management of Covenant with
regard to ways in which the Corporation and Covenant can better serve the health care needs of
the community and region served by the Corporation.

(b} Other Matters Regarding Local Board. The number of individuals to serve
on the Local Board, the voting rights of Local Board members, the process of appointment
and/or election of Local Board members, the qualifications of Local Board members, the term of
office of Local Board members and any limitations thereon, the resignation and removal of Local
Board members, the method of filling vacancies on the Local Board, and all other terms and
conditions governing the organization and operation of the Local Board shall be as set forth in

the bylaws of the Corporation.
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(c) Duration and Termination of Authority of Local Board. The Local

T okids8
shall exist and operate permanently, subject to the following cﬂngtleg%%_hﬁ-{%t{(&gﬂ

ualifications; A %2
{i) the existence and authority of the Local Board may be terminated ;f?’
at any time upon the affirmative vote of a majority of the members of the Local Board that are €
then in office; and ;‘m

Jroth

(ii)  the authority of the Local Board to exercise the powers listed in 6

Clauses 8(a)({), (iv), (v), and (vi) shall terminate automatically and without the necessity of any I~y
corporate action on the date that is ten (10) years from the date of filing of this Amended and
Restated Charter with the Tennessee Secretary of State’s Office, unless (1) the members of the
Local Board, upon the affirmative vote of a majority of Local Board members then in office,
vote to end any or all of such powers on an earlier date or (2) the members of the I.ocal Board,
upon the affirmative vote of a majority of Local Board members then in office, vote to extend the
term of authority of the Local Board to exercise such powers and the Covenant Board approves

such extension.

Upon the termination of the authotity of the Local Board to exercise any of the powers
enumerated in Subparagraph 8(a) hereof, the authority to exercise such power(s) shall
automatically and immediately revert to and vest in the Covenant Board.

9. Corporate Purposes. The purposes of the Corporation are:

(a) to promote, acquire, build, establish, equip, operate and maintain one or
more facilities for the reception, care and treatment of sick, injured, wounded, afflicted and
suffering human beings; to furnish high quality care to persons requiring acute inpatient hospital
care, outpatient services, rehabilitative care or long-term care; and to take any and all other
actions and do all other things necessary and proper for the efficient and effective establishment,
management, control, operation and maintenance of such facilities;

) to own, lease or otherwise deal with all property, real and personal, to be
used in furtherance of such purposes;

{c) to contract with other organizations, for profit or nonprofit, with
individuals and with governmental agencies in furtherance of such purposes; and

(d)  to engage in such other activities, exercise such other powets and
privileges, take such other actions and carry out such other puiposes as are permitted to be
carried on by an entity either (i) exempt from Federal income taxation under Section 501(c)(3) of
the Intemal Revenue code of 1986, as amended (the “Code™), or (ii) to which contributions are
deductible under Section 170 (c)(2) of the Code.

10. Restrictions on Purpose and Activities. Notwithstanding any other provisions of

this Charter to the contrary, the following restrictions shall apply to the purposes, operations and
activities of'the Corporation:
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(8  the purposes of the Corporation shall in all events be uharital;;faf-':'fgéligigl}‘@‘ s
scientific or educational within the meaning of Section 501 (€)(3) of the Codle GRE Bﬁﬂh’l@f-‘
consistent with the requirements of Section 501(c)(3) and Section 509(a)(1) of the Code and all
applicable Treasury Regulations issued thereunder;

{b) no part of the net earnings of the Corporation shall inure to the benefit of,
or be distributable to, its directors, officers or other persons, except that the Corporation shall be
authorized and empowered to pay reasonable compensation for services rendered and to make
payments and distributions in furtherance of the purposes set forth in this charter;

{c) no substantial part of the activities of the Corporation shall be in the
carrying on of propaganda or otherwise attempting to influence legislation, and the Corporation
shall not participate in, nor intervene in (including the publishing or distribution of statements)
any political campaign on behalf of any candidate for public office except as authorized under

the Code; and

(d) the Corporation shall not carry on any other activities not permitted to be
cartied on (i) by a corporation exempl from federal income tax under Section 501 (¢)(3) of the
Code, or (ii) by a corporation, contributions to which are deductible under Section 170(c)(2) of

the Code.

11, Comporate Dissolution. Upon the dissolutian of the Corporation, after paying ot
making provision for the payment of all of the liabilitics and obligations of the Corporation, the
board of directors shall distribute all of the assets of the Corporation 1o such other organization
or organizations selected by the board of directors that are organized and operated exclusively
for religious, charitable, educational or scientific purposes as shall at the time qualify as an
exempt organization or organizations under Section 501 (c)(3) of the Code Any such assets not
so disposed of shall be disposed of by a court of competent jurisdiction in the county in which
the principal office of the Corporation is then located, exclusively for such purposes or to such
organization or organizations as said court shall determine that are organized and operated

exclusively for such purposes.

12.  Limitation of Liability The liability of any member, director , officer, employee
or agent of the Corporation, and their respective successors in interest, shall be eliminated and
limited to the fullest extent allowed under the Act, as amended from time to time, or any
subsequent law, rule or regulation adopted in lieu thereof.

13, Indemnification The Corporation may indemnify and advance expenses to any
member, director, officer, employee or agent of the Cotporation, and their respective successors
in interest to the fullest extent allowed by the Act, as amended from time to time, or any
subsequent law, rule or regulation adopted in lieu thereof:

14, Amendment. This Amended and Restated Charter may be amended only with the
approval of Covenant, as the sole member of the Corporation, and in this regard Covenant shall
have all rights and powers provided in the Act to amend, supplement, modify and/or restate this

I+ 4,8



Amended and Restated Charter Provided, however, for so long as the Local Board shall
remain in existence pursuant to the terms and conditions hereof, none of the terms,
conditions or provisions of Paragraph 8 hereof or this sentence of this Paragraph 14 shall
be amended or modified in any respect unless said amendment or modification is
recommended to the Local Board by Covenant and is approved by the affirmative vote of

a majority of the L.ocal Board members then in office.

MORRISTOWN-HAMBLEN
HOSPITAL ASSOCIATION

s Lo By

Carl Storms, Chairman

By: /ﬁﬁj@_

y:
/ Richard L Clafk, Plesident and CEOQ

Date: _June 3@, 2010

CERTIFICATION

The undersigned, being the duly elected President and CEO of Monistown-
Hamblen Hospital Association (the “Corporation”), hereby certifies that the Amended
and Restated Charter to which this certificate is attached (1) contains amendments to the
charter requiring approval of the Corporation’s board of directors, (2) was duly adopted
and approved by such board of directors at a meeting duly called and held on
March 19 , 2010 and (3) contains no amendment requiring approval by
members {as the Corporation had no ruember or members prior to the date of filing of the
Amended and Restated Charter to which this certificate is attached) or by a person or

persons described in Tenn Code Ann. § 48-60-301.

/Richard L. Clark, President and CEO
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OWNER/RESPONSIBLE TAXPAYER: THIS INSTRUMENT PREPARED BY:

Morristown-Hamblen Hospital Association M. Douglas Campbell, Jr., Esq.

908 West Fourth Street Wagner, Myers & Sanger, PC

PO Box 1178 1801 First Tennessee Plaza

Morristown, Tennessee 37816 Knoxville, Tennessee 37929

SEVERAL PARCELS HAMBLEN COUNTY File No. 96150 (BMD)
QUITCLAIM DEED

THIS INDENTURE made as of the 30™ day of June, 2010, between HAMBLEN
COUNTY, TENNESSEE, a political subdivision of the State of Tennessee, First
Party, and MORRISTOWN-HAMBLEN HOSPITAL ASSOCIATION, a Tennessee
nonprofit corporation, Second Party:

WITNESSETH:

THAT SAID FIRST PARTY, for and in consideration of the sum of TEN AND
NO/100 ($10.00) DOLLARS, and other good and valuable consideration, to it in hand
paid by said Second Party, the receipt of which is hereby acknowledged, has bargained,
sold, remised, released and QUITCLAIMED, and does by these presents sell, remise,
release and QUITCLAIM unto Second Party all the estate, right, title and interest of
First Party, if any, in and to the following described premises, to-wit:

SEE EXHIBIT “A” ATTACHED HERETO FOR DESCRIPTION

TOGETHER WITH, but without warranty, all right, title and interest of
First Party in and to any streets, alleyways, walkways, roadways,
appurtenant easements for access and/or utilities and any strips or gores of
land adjacent to, abutting or adjoining the property conveyed hereby on all
sides thereof.

with the hereditaments and appurtenances thereto appertaining, hereby releasing all
claims therein to the said Second Party, its successors and assigns forever.

Whenever in this instrument a pronoun is used it shall be construed to represent
either singular or plural, as the case may demand.

IN WITNESS WHEREOF, the said First Party has execyted this instrument as
of the day and year first above written.

SEESSQR OF PRUPKRTY HAMBLE

(- 0,

J’ ]\ S Xy? xt L, : ‘f,” w By /
. /" DAVID PURKEY, County Mayqr

s/ uar33L cub v oo 1

See Paqe # 7 FoR Rddiv,nal P:Lmels

FAsfortesdnin Claing DeedeD6 150 thanablen Comnsy i Mosistowa-d fminbise Tosniml doe




STATE OF TENNESSEE )
) SS
COUNTY OF HAMBLEN )

PERSONALLY appeared before me, the undersigned authority, a Notary Public
in and for said County and State, DAVID PURKEY, with whom I am personally
acquainted, or proved to me on the basis of satisfactory evidence and who upon oath,
acknowledged himself to be the County Mayor of Hamblen County, Tennessee, the
within named bargainor, a political subdivision of the State of Tennessee, and that he,
as such County Mayor, being authorized so to do, executed the within instrument for the
purposes therein contained, by signing the name of the county by himself as such County
Mayor.

WITNESS my hand and official seal of office, this Jf’“e day of

= et 2010;
ALM% 9.0 Shig, ",
Notary Publig® &""sTATE .
> %: OF

2
My Commission Expires: = NESSE E...' 4
= :TEN i o=
My Commission Z o NOTARY S
Expires 2 % PUBLIC <& §
August 28, 2012 %’%@ﬁ" S
T

I Richard Clark, on behalf of Morristown-Hamblen Hospital Association, a
Tennessee nonprofit corporation (“MHHA”), hereby swear or affirm that the actual
consideration for this transfer is $0.00. This transfer is a re-conveyance of property
previously conveyed by MHHA to Hamblen County, Tennessee (“County”) to secure
repayment of certain indebtedness of MHHA to County. As of the date of this transfer,
MHHA has repaid to County all of such indebtedness, and County is hereby releasing its
security interest in the property transferred by this instrument. Accordingly, no new or
additional value or consideration is being paid for this transfer.

MORRISTOWN-HAMBLEN
HOSPITAL ASSOCIATION

f@ Zi,‘ ﬁ; Z/CE0

7 Affiant

A -
orn to before me this /8 “day of  June. ,2010.

[Notary Public : s

My Commission Expires: | ~Q % - |4
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EXHIBIT A

Exhibit A
Legal Description

Situate in Hamblen County, Tennessee, to wit:

(1) Being part of Highland Park Addition to the Town of Morristown. Said lot has a frontage of
69 feet on the East side of Highland Street and extends back eastwardly between the lot of Briggs
and Myers on the North, and the North side of West Seventh North Street on the South (not yet
opened), 100 feet, to Butler's line, on which it abuts 59-1/2 feet. Said lot is bounded on the West
by Highland Street (or Avenue); on the North by Briggs and Myers; on the East by Butler's line;
on the South by the North side of West Seventh North Street (unopened).

(2) BEGINNING at an iron pin in the western edge of McFarland Street, which said iron pin is
164 feet in a southward direction from the intersection of the west line of McFarland Street with
the south line of West Seventh North Street; thence with the line of Haun, South 59 degrees 48
minutes West 150.4 feet to a stake, corner with Scott; thence with a severance line, South 21
degrees 57 minutes East 200.3 feet to an iron pin, corner with Combs; thence North 59 degrees 48
minutes East 154 feet to a stake in the western edge of McFarland Street; thence with the edge of
McFarland Street, North 23 degrees 0 minutes West 200 feet to the point of BEGINNING,
according to survey of Glenn J. Williams, Surveyor, dated July 3, 1964.

(3) BEGINNING at a point on the western edge of McFarland Street, corner to Haun; thence
along the southern boundary of Haun, South 59 degrees 48 minutes west a distance of 353 feet to
a point, corner to Haun and Morristown-Hamblen Hospital; thence along the eastern boundary of
Morristown-Hamblen Hospital, South 23 degrees 09 minutes East a distance of 200 feet to a
point, corner to Morristown-Hamblen Hospital and Combs; thence along the northern boundary
of Combs North 59 degrees 48 minutes East a distance of 353 feet to a point on the western edge
of McFarland Street; thence along the western edge of McFarland Street, North 23 degrees West
a distance of 200 feet to the BEGINNING.

THERE IS EXCEPTED AND NOT HEREIN CONVEYED THE FOLLOWING DESCRIBED
PROPERTY, TO-WIT:

BEGINNING at an iron pin in the western edge of McFarland Street, which said iron pin is 164
feet in a southward direction from the intersection of the west line of McFarland Street with the
south line of West Seventh North Street; thence with the line of Haun, South 59 degrees 48
minutes West 150.4 feet to a stake, corner with Scott; thence with a severance line, South 21
degrees 57 minutes East 200.3 feet to an iron pin, corner with Combs; thence North 59 degrees 48
minutes East 154 feet to a stake in the western edge of McFarland Street; thence with the edge of
McFarland Street, North 23 degrees 0 minutes West 200 feet to the point of BEGINNING,
according to survey of Glenn J. Williams, Surveyor, dated July 3, 1964,

THERE IS FURTHER CONVEYED HEREWITH a permanent and perpetual easement for
ingress and egress, more particularly described as follows:

BEGINNING at a point set in the southern margin of the right of way of West Seventh North
Street which said point is 20 feet, more or less, North 69 deg. 25 min, East of Morristown
Hamblen Hospital's corner; thence from said beginning point, South 23 deg. 29 min, East 129.89

3
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feet to a point; thence South 6 deg. 48 min. 30 sec. West 39.65 feet to a point corner with
Morristown Hamblen Hospital; thence with the Hospital line South 23 deg. 29 min. East 59.85
feet to a point, corner with Scott, Grantee herein; thence with the line of Scott, North 29 deg. 29
min. East 25.19 feet to point, corner with Little; thence with the line of Little, North.23 deg. 29
min. West 50 feet to a point; thence still with the line of Little, North 6 deg. 48 min. 30 sec. East
39.65 feet to a point; thence still with the line of Little, North 23 deg. 29 min. West 135.40 feet to
a point in the southern margin of the right of way of West Seventh North Street; thence with the
southern margin of the right of way of West Seventh North Street, South 69 deg. 25 min. West
25.03 feet to the point of BEGINNING, according to survey of William H. Shockley, RLS, dated
November 14, 1988.

(4) BEGINNING at a point in the eastern edge of grantor's property, 11.66 feet north of the
intersection of the southern boundary of property owned by grantee herein by virtue of Warranty
Deed recorded in Deed Book 286, page 423; thence S. 77° 02' 39" W. 9.56 feet to a point; thence
N. 18°22'39”, W, 23.84 feet to a point; thence N. 31° 49" 12" W. 23.96 feet to a point; thence N.
29° 58' 11" W. 37.55 feet to a point; thence S. 58° 10' 48" W. 41.37 feet to a point in the eastern
wall of the Hospital structure; thence N. 31° 57' 02" W, 11.86 feet; thence S. 58° 38' 38" W.
14.27 feet; thence S. 32° 02' 53" E. 3.12 feet; thence S. 58° 07" 54" W. 11.60 feet; thence N. 32°
02' 53" W. 14.73 feet; thence N. 58° 07' 54" E. 38,50 feet; thence N. 31°38' 06" W. 3331 feet;
thence S. 58° 10' 42" W, 33.21 feet; thence N, 31° 49' 12" W, 16.75 feet; thence N. 58° 10' 48" E.
29.75 feet; thence N. 31° 49" 12 W. 15.67 feet; thence N. 58° 10" 48 E. 46.12 feet; thence N.
31°49' 12" W. 29.87 feet; thence N. 57° 00' 20" E. 9.65 feet to a point in the western edge of
grantee's property; thence with the western edge of grantee's property, S. 25° 56' 48" E. 4.00 feet;
thence continuing with the western edge of grantee's property, S. 25° 56' 48" E. 204,26 feet to the
point of BEGINNING, being 0.142 of an acre according to survey prepared by A. M. Surveying
dated November 13, 2003, Richard L. Kent, R. L. S. #2040.

(5) BEGINNING at an iron pin in the Southern right of way boundary of West Fourth North
Street corner to remaining lands of Allum, said point is located 253.00 feet West of the Southwest
corner of the intersection of West 4" North Street and McFarland Street; thence a severance line
South 23 deg. 25 min. 00 sec. East 148.61 feet to an iron pin corner to Lish, Lowery and Walker
(“LLW?”); thence with LLW Northwestem boundary, South 42 deg. 09 min. 24 sec. West 87.99
feet to an iron pin; thence continuing with LLW’s, South 26 deg. 52 min. 00 sec. East 21.31 feet
to an iron pin; thence South 60 deg. 01 min. 04 sec. West 90.13 feet to an iron pin, corner to
A.B.O,, Inc; thence with A.B.O., Inc. Eastern boundary North 20 deg. 25 min. 24 sec, West
209.38 feet to an iron pin corner in the southern right of way boundary of West Fourth North
Street; thence with said right of way boundary North 63 deg. 52 min. 06 sec, East 157.6] feet to
an iron pin, the point of BEGINNING. Being shown by survey of William H. Shockley, TRLS
No. 973, dated April 21, 1995.

(6) TRACT I: Situated in the Highland Park Addition to Morristown to the town of Morristown, a
plat and plan of same being of record in the Register's Office of Hamblen County, Tennessee in
Plat Cabinet B, Slide 1, (formerly Plat Book 1, page 4), being Lots Nos. 1, 2 and 3 in Block “F”
of said Addition and being bounded on the North by 4-1/2 North Street; on the east by High
Street; on the south by Fourth North Street; and on the west by Lot No. 4 of said block. All of
said lots adjoin and form one lot, each 50 feet in width and extend back about 176 feet.

TRACT II: Being 45 feet off the eastern side of Lot No. 4 in Block “F” in Highland Park
Addition to the town of Morristown. Bounded on the north by 4-1/2 North Street; on the east by
West; on the south by Fourth North Street; on the west by the remainder of Lot No. 4 of said
Block “F” of Highland Park Addition.
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LESS AND EXCEPTED THE FOLLOWING DESCRIBED PROPERTY, conveyed to Thurman
Smith and wife, in Warranty Deed Book 70, page 536:

Being a strip of land 5 feet wide along the western side of that portion of Lot 4 in Block “F” of
the Highland Park Addition to the Town of Morristown. Said land herein conveyed fronts 5 feet
on Fourth North Street and runs back northwardly between parallel lines to 4-1/2 North Street on
which it fronts 5 feet. And being a part of the 45 feet of Lot 4 in Block “F” in said addition
conveyed to Bonnie West by deed of W. S. Holdway and wife, dated October 26, 1938, and of
record in the Register's Office of Hamblen County, Tennessee in Deed Book 60, page 224.

(7) Being Lots 6, 7, 8 and 9 of the Highland Park Addition to Morristown, a plat of which is of
record in the Register's Office of Hamblen County, Tennessee in Plat Cabinet B-1, and being
more particularly described as follows:

BEGINNING at a new iron rod in the north margin of West Fourth North Street where the same
intersects with the eastern margin of an alley; thence with the eastern margin of said alley, N, 29
deg. 25 min. 42 sec. W. 176.00 feet to a new iron rod where said alley intersects with the southern
margin of Watercrest Street; thence with the southern margin of Watercrest Street, N. 60 deg. 34
min. 18 sec. E. 200.00 feet to a new iron rod, corner to Lot 5 in said Addition; thence with the
common line of Lots 5 and 6, S. 29 deg. 25 min. 42 sec. E. 176.00 feet to a new iron rod in the
north margin of West Fourth North Street; thence with the north margin of West Fourth North
street, S. 60 deg. 34 min. 18 sec. W. 200.00 feet to the point of BEGINNING, according to survey
prepared by Billy G. Knight, TRLS #1375, dated May 22, 1998.

(8) BEGINNING at an iron pin in the west side of Fairmont Avenue, 445-1/2 feet north of the
north side of U.S. Highway 11-E, being a corner to Robert Taylor Austin; thence with his line
westerly 234-2/3 feet to Miss Miriam Caldwell's line (formerly C. D. Trobough) and a white
fence, corner to Robert Taylor Austin; thence with Miss Caldwell's line, northwardly 209 feet to
an iron pin; thence eastwardly 188-1/2 feet to an iron pin on the west side of said Fairmont
Avenue; thence southwardly with west side of Fairmont Avenue, 222 feet to the BEGINNING.

EXCEPTED FROM AND NOT HEREIN CONVEYED is that property conveyed to John A.
King and wife, Mary Sue King by deed of John Brabston and wife, Frances Brabston, dated
November 2, 1946 and of record in Warranty Deed Book 75, page 217, and being more
particularly described as follows:

BEGINNING at the southeast corner of George Trobough's lot in Fairmont Avenue; thence
westwardly with Trobough's line 188-1/2 feet to the lot of Miss Miriam Caldwell; thence
southwardly with Miss Caldwell's line 104 feet to Brabston's line; thence eastwardly 211 feet
with Brabston's line to the west side of Fairmont Avenue; thence with the west side of Fairmont
Avenue 110 feet to the BEGINNING.

(9) Being within the City of Morristown, Tennessee, and being known and designated as all of
Lot Two (2), Block 27, and Lot Two (2), Block 27A, of the G. F. Smith, Jr. Subdivision as shown
by plat of record in Plat Cabinet B, Slide B-68 (formerly Plat Book 2, page 21) in the Register's
Office of Hamblen County, Tennessee, and also as shown on survey of Johnny D. Kerr, TRLs
#1607, dated August 4, 1993, to which plat and survey references are hereby made for a more
particular description thereof.
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(10) Situate in the First Civil District of Flamblen County, Tennessee, and being a portion of Lot |
of Block “G” of Highland Park Addition to Morristown, Tennessee, as shown by plat of record in
Plat Cabinet B, Slide 1, in the Register's Office of Hamblen County, Tennessee, and being more
particularly described as follows:

BEGINNING at an iron pin located in the southwestern corner of the intersection of West Sixth
North Street and High street; thence with the western margin of High Street South 30 deg. 30
min. East 100 feet to an iron pin, corner to remaining portion of Lot 1; thence leaving the margin
of High Street South 59 deg. 30 min. West 50 feet to an iron pin, corner to Lot 2; thence with the
line of Lot 2, North 30 deg. 30 min. West 100 feet to an iron pin located in the southern margin of
West Sixth North Street; thence with the margin of West Sixth North Street, North 59 deg. 30
min. East 50 feet to the point of BEGINNING, as according to survey dated June 14, 1989,
prepared by William H. Shockley, RLS.

(11) BEGINNING at a point in the northern edge of West Fifth North Street, common corner
with Morristown-Hamblen Hospital property; thence with the line of Morristown-Hamblen
Hospital property North 25 deg. 17 min. West 212 feet to a point; thence continuing with the
Morristown-Hamblen Hospital property North 58 deg. 59 min. East 100 feet to a point, corner
with Dr. Scott; thence with the line of Scott, South 25 deg. 17 min. East 210.3 feet to a point in
the northern boundary of West Fifth North Street; thence with the line of West Fifth North Street,
South 57 deg. 59 min. West 100 feet to the point of BEGINNING, according to a survey prepared
by Glenn Williams, Surveyor, dated October 2, 1969,

Tracts (1) through (11) are the same real estate conveyed to Hamblen County, Tennessee by deed
of Morristown-Hamblen Hospital Association, dated December 16, 2004, of record in the
Register’s Office of Hamblen County, Tennessee in Deed Book 1080, pages 839-846.

(12) BEGINNING at a stake in the eastern edge of High Street, at the intersection of West Fifth
North Street, if extended; thence in an eastwardly direction, if extended, with the line of West
Fifth North Street, 100 feet to a stake in the Butler line; thence North with the Butler line 75 feet
to a stake; thence westwardly, parallel with the first line, 100 feet to a stake in the eastern edge of
High Street; thence with the eastern edge of High Street, 75 feet to the BEGINNING.

(13) Being a part of Lots Nos. 5 and 6, Block M, Highland Park Addition, as shown by plat of
record in the Register's Office of Hamblen County, Tennessee in Plat Cabinet B, Slide 1
(formerly Map Book 1, page 4), bounded and described as follows:

BEGINNING at a point in the east side of High Street distant 50 feet South 29 deg. 20 min. East
from the point of intersection of the south line of Sixth North Street with the east line of High
Street, said point being the southeast corner of property now or formerly owned by George R.
Greene and wife; thence from said beginning point South 29 deg. 20 min. East with the line of
High Street 75 feet to a stake; thence North 60 deg. 40 min. East 100 feet along the fence to a
stake; thence North 29 deg. 20 min. West along a fence 75 feet to a stake; thence South 60 deg.
40 min. West along the fence 100 feet to a stake at the place of BEGINNING, according to the
survey of O. O. Graham, Rutledge, Tennessee, dated December 14, 1950.

(14) BEGINNING on a stake in the eastern edge of High Street at the intersection of High Street
and Sixth North Street (if extended); thence with the southern edge of Sixth North Street (if
extended) eastwardly 100 feet to a stake in the line of Mrs. Frank Butler; thence southwardly and
parallel with High Street 50 feet; thence westward 100 feet to the eastern edge of High Street;
thence northwardly along the said street 50 feet to the BEGINNING.

6
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(15) PARCEL ONE: Being the southern half of Lots 7 and 8 in Block M of the Highland Park
Addition as shown by plat of record in Plat Cabinet B, Slide 1, and being more particularly
described as follows:

Bounded on the east by Lane, on the west by High Street, on the south by 6" North Street and on
the north by Goodson. Said lot fronts 60 feet on the eastern side of High Street and runs back
between parallel lines along and parallel with 6" North Street 100 feet to the lands now or
formerly owned by the l. A. Lane Estate.

PARCEL TWO: And being the northern half of Lots 7 and 8, in Block M of the Highland Park
Addition, as shown by plat of record in Plat Cabinet B, Slide 1, and being more particularly
described as follows:

Said lots front fifty-nine (59) feet on the east side of High Street and extend back (eastwardly)
between parallel lines, to the lot formerly owned by 1. A. Lane; said lot was bounded by deed
executed to Ina (Mrs. L. C.) Randolph by D. A. Goodson.

(16) Being the southern half of Lots Nos. 9 and 10 in Block “M” of Highland Park Addition to
the town of Morristown, bounded on the north by the northern half of said Lots 9 and 10 which
boundary line is 100 feet, and extends eastwardly to the corner of Lane and Butler; thence along
the butler line and Lane line 59-1/2 feet to an alley; thence with the northern line of said alley and
parallel with the first line 100 feet to the eastern edge of High street; thence northwardly with
High Street 59-1/2 feet to the BEGINNING corner.

Tracts (12) through (16) are the same real estate conveyed to Hamblen County, Tennessee by
deed of Morristown-Hamblen Hospital Association, dated November 9, 1993, of record in the
Register’s Office of Hamblen County, Tennessee in Deed Book 409, page 436; except that this
conveyance includes all improvements to such real estate.

(17) BEGINNING on a stake in the northern edge of West Fourth North Street, 100 feet east of
the northeast intersection of West Fourth North Street and High Street and southeast corner of Lot
No, 2 of the Highland Park Addition to Morristown; thence North 30 degrees 45 minutes West
1143.25 feet to a stake in the southern edge of West Seventh North Street (also referred to as
West Eighth North Street); thence with the southern margin of said street North 66 degrees 45
minutes east 403 feet to a stake; thence South 25 degrees 15 minutes east 1095 feet to the
northern edge of West Fourth North Street (the original beginning comer in the deed from I, A.
Lane to Lucy Lane Butler); thence with the northern edge of West Fourth North Street, South 59
degrees 0 minutes West 300 feet to the BEGINNING.

Being the same real estate conveyed to Hamblen County, Tennessee by deed from Morristown-
Hamblen Hospital Association dated August 17, 1953, of record in the Register's Office of
Hamblen County, Tennessee in Deed Book 91, page 391.
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908 Wast Fourlh
Narih St.

P0.Box 1178
Morcistown, TN 37816
(423} 492-9000

vrww.mlilis1.org

Emorgency & Crilical Care
Heart, Lung & Yascular Cener
Joint & Spina Center
Lahoralary Sarvices Center

Morristown Regional
Cancer Center

Morristown Raglonal
Diagnastic Center

Prompl Family Care

Senior Services

Sleep Disorder Center
Surgial Sarvices Center
Wellness of Women
Woren's & Children's Conter

Women's !leallh Speciafist

MORRISTOWN-HAMBLEN
HEALTHCARE SYSTEM

Covenant

TIEALTH

September 16, 2014

Ms. Melanie M. Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, Ninth Floor

502 Deaderick Street

Nashville, TN 37243

Dear Ms. Hill:

As the Chief of Staff for Morristown-Hamblen Hospital, | am writing in support of the Certificate
of Need filed for lithotripsy services at our hospital. There are a significant number of stone
cases in our area, and we now have a well-qualified urologist at our hospital to treat these
patients locally. Having this service at Morristown-Hamblen Hospital will enable us to better
care for our patients through more timely and efficient care of patients requiring lithotripsy
procedures — and to reduce the significant pain and discomfort commonly associated with
kidney stones.

Approval of this project for mobile lithotripsy services will improve patient access in our region,
reduce patient burdens, and address specific clinical needs of our growing medical staff.

Chief of Staff
Marristown Hamblen Healthcare System



265 Brookvlew Centre Way Suite 400 ¢ Knoxvilla TN 37919
p 800.818.1498 ¢ 865.693.1000
September 12, 2014 www teamhealth.com

Melanie M. Hiil, Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jlackson Building, Ninth Floor
502 Deaderick Street

Nashville, TN 37243

RE: Morristown-Hamblen Hospital, Mabile Lithotripsy Certificate of Need
Dear Ms. Hill:

As the Medical Director of the Emergency Departrment at Motristown Hamblen Hospital, | am writing in
support of the CON application for the much needed mobile lithotripsy services at Morristown Hamblen
Hospital.

We sce over 300 kidney stone related patients each year, While not all of these patients are candidates for
lithotripsy procedures, having this important clinical service available at our facility would reduce the
burdens of travel time, veferral logistics, and significant discomfort for the many patients who would
benefil from having the service available on site.

On behalf of the many physicians and staff with whom I work, 1 ask the Agency to support this Cettificate
of Need application for mobile lithotripsy services which will benefit the patient population we serve
from Hamblen and surrounding connties,

Sincerels

Jackie Livesay, MD
Medical Director

MHHS Emergency Department




Hamblen

Lrology Clinic

Philip Serbin, MD
Phone: 423-581-6084  Fax: 423-581-6078

September 15, 2014

Melanie M. Hill, Executive Director

State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, Ninth Floor

502 Deaderick Street

Nashville, TN 37243

Dear Ms. Hill:

As a urologist practicing at Morristown-Hamblen Hospital, | have seen a significant and
growing number of patients with kidney stones that would benefit greatly from lithotripsy
services at our hospital campus. This service is currently not available at our hospital.

Lithotripsy is a safe and effective method of treating kidney stones, and | believe the
utilization projections within the MHH certificate of need application are both realistic
and conservative based upon the patient population in our region and my clinical
experience here in Morristown, Tennessee, Moreover, as a physician who has been
caring for urology patients for more than 20 years, | believe lithotripsy is a needed
service at our hospital and would benefit our patients and community greatly.

| respectfully urge members of the Tennessee Health Services and Development
Agency to approve the CON application for mobile lithotripsy services at Morristown
Hamblen Hospital.

Sincerely,

/”J (\
(\_‘ SN 2

Philip Serbin, MD
Urologist

701 McFarland Streat  Morristown, TN 37814
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Letter from CHS/Lakeway Hospital



.\ LAKEWAY

REGIONAL HOSPITAL
“Quality Care - Right Here”

July 22, 2014

Ms. Melanie M. Hill, Executive Director
State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, Ninth Floor
502 Deaderick St '

Nashville, TN 37243

Re: Morristown-Hamblen Healthcare System- Lithotripsy

Dear Ms. Hill,

We have received communication from Leadership at Morristown-Hamblen Healthcare System
that they are exploring opportunities to perform Lithotripsy. If or when this happens we would
not oppose their application.

If you have any further questions, please contact me at 423-522-6004.

Sincerely, /)

Ot}rcﬁ f'w%

Clyde Wood
Chief Executive Officer

726 McFarland Street < Morristown, Tennessee 37814 + (423) 522-6000
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C DIEPARTMENT CF HEALTH & HUMAN SERVICES Public Health Service
.'Hu . .
Food and Drug Administration
9200 Corporate Boulevard

Rockville MD 20850

MAY 2 5 2004

Mr. Anil Dhingra

VP and COO

Medispec Ltd.

12850 Middlebrook Rd., Suite 1
GERMANTOWN MD 20874

Re: K040461
Trade/Device Name: Econolith™ E3000, Model 3000 (SW-6)
Regulation Number: 21 CFR §876.5990
Regulation Name: Extracorporeal shockwave lithotripter
Regulatory Class: II
Product Code: 78 LNS
Dated: May 4, 2004
Received: May 4, 2004

) Dear Mr. Dhingra:

We have reviewed your Section 510(k) premarket notification of intent to market the device
referenced above and have determined the device is substantially equivalent (for the indications
for-use stated in the enclosure) to legally marketed predicate devices marketed in interstate
commierce prior to May 28, 1976, the enactment date of the Medical Dévice Amendmerits, or to
devices that have been reclassified in accordance with the provisions of the Federal Food, Drug,
and Cosmetic Act (Act) that do not require approval of a premarket approval application (PMA).
You may, therefore, market the device, subject to the general controls provisions of the Act. The
general controls provisions of the Act include requirements for annual registration, listing of
devices, good manufacturing practice, labeling, and prohibitions against misbranding and

adulteration.

If your device is classified (see above) into either class II (Special Controls) or class III (PMA),
it may be subject to additional controls. Existing major regulations affecting your device can be
found in the Code of Federal Regulations, Title 21, Parts 800 to 898. In addition, FDA may
piiblish further announcements concerning your device in the Federal Register.
Please be advised that FDA’s jssuance of a substantial equivalence determination does not mean
that FDA has made a determination that your device complies with other requirements of the Act
or any Federal statutes and regulations administered by other Federal agencies. You must
comply with all the Act’s requirements, mcludmg, but not limited to: registration and listing

)i (21 CFR Part 807); labeling (21 CFR Part 801); good manufacturing practice requirements as set
forth in the quality systems (QS) regulation (21 CFR Part 820); and if applicable, the electronic
product radiation control provisions (sections 531-542 of the Act); 21 CFR 1000-1050.




Page 2

This letter will allow you to begin marketing your device as described in your Section 510(k)
premarket notification. The FDA finding of substantial equivalence of your device to a legally
marketed predicate device results in a classification for your device and thus, permits your device

to proceed to the market.

[f you desire specific advice for your device on our labeling regulation (21 CFR Part 801), please
contact the Office of Compliance at one of the following numbers, based on the regulation

number at the top of the letter:

(301) 594-4591

8xx. I

876.2300x, 3xxx, 4xxx, 530K (301) 5944616
884.2xxx, 3xxx, 4xxx, 51000, 60x  (301).594-4616
8922300, 330K, 4100€, $300X (301) 594-4654
Other (301) 594-4692

Additionally, for questions on the promotion and advertising of your device, please contact the
Office of Compliance at (301) 594-4639. Also, please note the regulation entitled, “Misbranding
by reference to premarket notification” (21 CFR Part 807. 97) you may obtain. Other general
information on your responsibilities under the Act may be obtained from the Division of Small
Manufacturers, Intemational and Consumer Assistance at its toll-free number (800) 638-2041 or
(301) 443-6597 or at its Internet address http://www.fda.gov/cdrh/dsma/dsmamain. html.

Sincerely yours,

e E/jrég Aon.

Nancy C. ogdcm

Director, Division of Reproductive,
Abdominal and Radiological Devices

Office of Device Evaluation

Ceater for Devices and Radiological Health

Eaclosure



ECONOLITH™ E300¢9

Medispec Ltd. SPECIAL Premarket Notification 510(k)

Indications for Use

510(k) Number (if known): _lc OY QY &

Device Name: Econolith ™ E3000

Indications For Use: The Econolith™ E3000 is indicated for use in non-invasive
fragmentation of upper urinary tract stones between 5 and 20 mm in size.

Prescription Use / AND/OR Over-The-Counter Use
(Part 21 CFR 801 Subpart D) (21 CFR 807 Subpart C)

(PLEASE DO NOT WRITE BELOW THIS LINE-CONTINUING ON ANOTHER PAGE IF NEEDED)

Concurrence of CDRH, Office of Device Evaluation (ODE)

Page 1 of 1

(Division Sign-Off)
Division of Reproductive, Abdorlrinal,
and Radiological Devices

510(k) Number Ka {'{ b({ @ /
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Picture of Mobile Lithotripsy Equipment
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Equipment FMV Letter



2 =
Y i V /]
{g = %
MEDISPEC

The Sound Alternative to Surgery

September 5, 2014

Morristown-Hamblen Hospital
903 West Fourth North Street
Morristown, TN 37814

Dear Ms. Amy Herndon:

Medispec Ltd. proposes to use our Econolith™ E3000, Model 3000 (SW-6) Lithotripsy Device,
which is currently providing service to Lakeway Regional Hospital, located at 726 McFarland St,
Morristown, TN 37814, to provide services at Morristown-Hamblen Hospital. The Equipment is
being underutilized. This will allow Morristown-Hamblen Hospital to share the existing
lithotripsy equipment in the service area in collaboration with Medispec and Lakeway Regional
Hospital to address community needs.

The Fair Market Value (FMV) of existing equipment is $245,000.00.

Sincerely. Q
L/

Anil Dhingra
Vice President & Chief Operating Officer
Medispec Ltd.

203 Perry Parkway, Suite 6 « Gaithersburg, MD 20877-2169
Toll Free: 888-663-3477 o Tel: 301-944-1575 o Fax: 301-972-6098
Email: info@medispec.com ¢ Web: www.medispec.com



See Attachment B.Il.E.3

Equipment Lease Proposal
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MEDISPEC

N

QUOTATION

o

MEDISPEC LTD.

203 Perry Parkway, Suite 6
Gaithersburg, MD 20877
888-663-3477

Morristown-Hamblen Healthcare System
TO Attn: Ms. Amy Herndon, CFO

908 West Fourth North Street

Morristown, TN 37814

WE SUBMIT THE FOLLOWING 1 PAGE QUOTATION

QUOTATION

Sales Representative:

Date:
Delivery Date:
Valid Until:

No. 14085

Kurt Schulte

July 31, 2014
30-45 days ARO
January 31, 2015

QTY. SYSTEM DESCRIPTION OF EQUIPMENT AND/OR SERVICES FEE PER USE
1 Econolith™ MEDISPEC EXTRACORPOREAL SHOCK
WAVE LITHOTRIPSY SYSTEM*
E3000,
Model 3000 One (1) Shock Wave Generator & Control Unit
(SW-6) One (1) Standard 4-axis Treatment Table
One (1) Operation & Service Manual
Price per procedure: $1,350.00 each
INCLUDES ALL CONSUMABLE PARTS FOR TERM OF CONTRACT
Price includes on-site installation, and training.
This agreement is entered into between Medispec Lid. and the nndersigned customer in consideration of the payments provided [isr in s agreement Subject to the tenms and

conditions set forth on the supplement of this agreement, Medispec Ltd. agrees to supply the equipment listed above
Special Terms:

1. The above fee per use proposal is based on a commitment of three (3) vears.

2. Customer agrees to pay for a minimum of nine (9) procedures per quarter. The full year(s) billing for this agreement will run thirty-six (36) months

from the first of the month following the date of installation.
*Customer to provide a suitable C-arm to use in conjunction with the Lithotripter.

E=E

Morristown-Hamblen Hospital, on a predetermined schedule, for a charge of $300 per transport.

Customer to provide personne! to operate the equipment.

CO 1 O

Payment term: Net thirty (30) days.

CUSTOMER

SIGNATURE of
Authorized Person:

PRINT NAME & TITLE:

DATE:

Customer will be responsible for the payment of any Federal, State or County taxes related to the Equipment.

Customer has the option to have Medispec provide transportation of the ESWL system (without C-arm) between Lakeway Regional Hospital and

The price includes on site installation, end-user training, equipment maintenance and supplies for the term of the agreement.



[

MEDISPEC LTD. (“MEDISPEC”), OFFICIAL TERMS AND CONDITIONS OF ESWL RENTAL

Delivery, Installation, billing start date and Training

a.  Medispec, Ltd. will, at its cost and expense, deliver and install the Equipment in a location specified by Customer that is suitable for the use
and operation of the Equipment (the “Equipment Location™). Customer shall be responsible for ensuring that the Equipment Location is
suitable for the use and operation of the Equipment, Customer shall not remove the Equipment from Equipment Location unless it shall
receive Medispec’s written permission.

b.  The term of this Agreement will begin on the first day the equipment is used for Patient Treatments at Equipment Location. This Agreement
includes a minimum number of treatments to be billed per month. Medispec will bill the actual number of treatments from the date of
installation to the first of the following month

c.  Medispec will provide, at its cost and expense, on-site, applications training to the staff of Customer in the use of the Equipment. The
maximum humber of such training sessions will be two (2) per year. For any additional training sessions, Medispec shall charge Customer
a mutually agreeable price. Each training session will last for a period of two (2) days and shall include a complete on-site, applications
training for the use and operation of the Equipment.

Default and Remedies

If Customer i) fails to pay any payment hereunder within sixty days of date due or ii) fails to perform any of the other terms, convenants of
conditions of this Agreement after thirty (30) days written notice, or iii) becomes insolvent or makes an assignment for the benefit of creditors, or
iv) a receiver, trustee, conservator or liquidator is appointed on behalf of Customer with or without Customer’s consent, Customer shall be in
default under this Agreement and Medispec may, to the extent permitted by applicable law, exercise any one or more of the following remedies:
1) declare due, sue for and receive from Customer the sum of all Usage Fees and other amounts due and owing under this Agreement; 1) take
immediate possession of the Equipment; IIT) require Customer to return all Equipment at Customer’s expense to a place reasonably designated by
Medispec; IV) Medispec shall charge Customer for all reasonable expenses incurred in connection with the enforcement of any remedies,
including all costs of collection, reasonable attorney’s fees, and court costs

License and Permits
At all times during the Term of this Agreement, Customer will maintain all licenses, permits and other certifications required by applicable law
and regulation for Customer’s provision of ESWL Services

Insurance.

During the term of this Agreement, Customer shall maintain or cause to maintain the following insurance coverage from and with an insurance

company having a rating of A M. Best and Company of at least “A-* or higher:

a.  Customer shall maintain malpractice insurance coverage for its insurance provision of medical and Hospital Services where the limits of
such insurance coverage are no less than One Million Dollars ($1,000,000.00) per occurrence and Three Million Dollars ($3,000,000.00)
aggregate.

b.  Customer shall maintain a One Million Dollar ($1,000,000.00) general liability policy covering all personal property liability resulting from
or related to Customer and its facilities. Customer agrees to keep the Equipment fully insured against loss, naming Medispec as loss payee
Customer agrees to include Medispec as an insured party on the policy and to provide Medispec with certificates or other evidence of
insurance

¢.  Each physician using or operating the Equipment will, at all times, maintain individual or group practice malpractice insurance having
coverage of at least One Million Dollars ($1,000,000) per occurrence and Three Million Dollars ($3,000,000.00) aggregate

Equipment Maintenace

Medispec shall be responsible for all maintenance of the Equipment. Customer shall notity Medispec immediately of any malfunction to the
Equipment. Medispec shall, within forty eight (48) hours after being notified by Customer, send a technician to repair the Equipment. Customer
shall provide Medispec with access to the Equipment at reasonable times during which the Equipment is located at the Equipment location

Damage
Customer shall be responsible for any damage caused to the Equipment while the Equipment is located at Equipment Location except for
ordinary wear and tear or for damage caused by the actions or inactions of Employees and Representatives of Medispec.

Confidentiality.
Customer shall keep confidential and secure any manuals or any other documentation related to the use and operation of the Equipment that are
provided by Medispec and shall retum all such documents and copies of such documetns to Medispec at the end of this Agreement

Indemnification.

Customer shall not be liable for any claim, injury, demand or judgement arising out of any action or failure to act by Medispec, its agents or
employees. Medispec shall not be liable for any claim, injury, demand or judgement arising out of any actions or failure to act by Customer, its
agents or employees

Assignment.
Medispec may without notice to or consent from Customer sell, assign or transfer this Agreement,

Governing Law.
This Agreement shall be governed by and construed in accordance with the laws of the State of Maryland. Any disputes under this Agreement
shall be settled by binding arbitration in Maryland before a single arbitrator of the American Arbitration Association

CUSTOMER

SIGNATURE of
Authorized Person:

PRINT NAME & TITLE:

DATE:
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Plot Plan of the Site
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Attachment B.IV

Floor Plan
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Attachment C.1.a.1

TDH Lithotripsy Need Projections by County
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Attachment C.1.a.3

Service Area Lithotripsy Providers and Utilization
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Attachment C.1.a.3-4

Letter from Lakeway Hospital RE: MHH Lithotripsy Project



LAKEWAY

REGIONAL HOSPITAL
“Quality Care - Right Here”
~

July 22,2014

Ms. Melanie M, Hill, Executive Director
State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, Ninth Floor

502 Deaderick St
Nashville, TN 37243

Re: Morristown-Hamblen Healthcare System- Lithotripsy

Dear Ms. Hill,

We have received communication from Leadership at Morristown-Hamblen Healthcare System
that they are exploring opportunities to perform Lithotripsy. If or when this happens we would
not oppose their application.

If you have any further questions, please contact me at 423-522-6004.

Qtyca il

Clyde Wood
Chief Executive Officer

726 McFarland Street ¢ Morristown, Tennessee 37814 =« (423) 522-6000



Attachment C.1.a.3

Service Area Lithotripsy Patient Destinations



Attachment C.1.a.3: Service Area Lithotripsy Patient Destinations

Health Care Providers that Served Residents Who Utilized Lithotripters

Source: Medical Equipment Registry - 8/4/2014

Provider County RIgvias Provider Year Patient County NUmGesior
Type Procedures

Anderson HOSP Methodist Medical Center - Oak Ridge 2013 Claiborne 1
Knox HOSP Fort Sanders Regional Medical Center 2013 Claiborne 1
Knox HOSP North Knoxville Medical Center 2013 Claiborne 8
Knox HOSP Parkwest Medical Center 2013 Claiborne 4
Knox HOSP Physicians Regional Medical Center 2013 Claiborne 3
Knox HOSP University of Tennessee Medical Center 2013 Claiborne 16
Washington HOSP Franklin Woods Community Hospital 2013 Claiborne 1
Knox HOSP Fort Sanders Regional Medical Center 2013 Cocke 5
Knox HOSP North Knoxville Medical Center 2013 Cocke 7
Knox HOSP Parkwest Medical Center 2013 Cocke 21
Knox HOSP Physicians Regional Medical Center 2013 Cocke 2
Knox HOSP Turkey Creek Medical Center 2013 Cocke 4
Knox HOSP University of Tennessee Medical Center 2013 Cocke 11
Sevier HOSP LeConte Medical Center 2013 Cocke i
Knox HOSP Fort Sanders Regional Medical Center 2013 Grainger 4
Knox HOSP North Knoxville Medical Center 2013 Grainger 7
Knox HOSP Parkwest Medical Center 2013 Grainger v/
Knox HOSP Physicians Regional Medical Center 2013 Grainger 4
Knox HOSP University of Tennessee Medical Center 2013 Grainger 10
Sullivan HOSP Holston Valley Medical Center 2013 Grainger 2
Knox HOSP Fort Sanders Regional Medical Center 2013 Hamblen 13
Knox HOSP North Knoxville Medical Center 2013 Hamblen 7
Knox HOSP Parkwest Medical Center 2013 Hamblen 18
Knox HOSP Physicians Regional Medical Center 2013 Hamblen 6
Knox HOSP University of Tennessee Medical Center 2013 Hamblen 33
Sullivan HOSP Holston Valley Medical Center 2013 Hamblen 2
Sullivan HOSP Indian Path Medical Center 2013 Hamblen

Bradley HOSP Skyridge Medical Center 2013 Jefferson

Knox HOSP Fort Sanders Regional Medical Center 2013 Jefferson 16
Knox HOSP North Knoxville Medical Center 2013 Jefferson 19
Knox HOSP Parkwest Medical Center 2013 Jefferson 28
Knox HOSP Physicians Regional Medical Center 2013 Jefferson 2
Knox HOSP  |Turkey Creek Medical Center 2013 Jefferson 7
Knox HOSP University of Tennessee Medical Center 2013 Jefferson 19
Sevier HOSP LeConte Medical Center 2013 Jefferson 1

293

Service Area Total (2013)




Attachment C.1.a.6

FDA Approval



0‘*,; e

f’ DEPARTMENT OF HEALTH & HUMAN SERVICES Public Health Service
L S
g
Food and Drug Administration
9200 Corporate Boulevard
Rockville MD 20850
MAY 2 5 2004

Mr. Anil Dhingra

VP and COO

Medispec Ltd.

12850 Middlebrook Rd., Suite 1
GERMANTOWN MD 20874

Re: 'K040461 -
Trade/Device Name: Econolith™ E3000, Model 3000 (SW-6)
Regulation Number: 21 CFR §876.5990
Regulation Name: Extracorporeal shockwave lithotripter
Regulatory Class: II
Product Code: 78 LNS
Dated: May 4, 2004
Received: May 4, 2004

J Dear Mr. Dhingra:

We have reviewed your Section 510(k) premarket notification of intent.to market the device
referenced -above and have determined the device is substantially equivalent (for the indications
for use stated in the enclosure) to legally marketed predicate devices marketed in interstate
commierce prior to May 28, 1976, the enactment date of the Medical Dévice Amendmerits, or to
devices that have been reclassified in accordance with the provisions of the Federal Food, Drug,
and Cosmetic Act (Act) that do not require approval of a premarket approval application (PMA).
You may, therefore, market the device, subject to the general controls provisions of the Act. The
general controls provisions of the Act include requirements for annual registration, listing of
devices, good manufacturing practice, labeling, and prohibitions against misbranding and

adulteration.

If your device is classified (see above) into either class II (Special Controls) or class III (PMA),
it may be subject to additional controls. Existing major regulations affecting your device can be
found in the Code of Federal Regulations, Title 21, Parts 800 to 898. In addition, FDA may
lish further announcements concerning your device in the Federal Register.

Please be advised that FDA’s jssuance of a substantial equivalence determination does not mean
that FDA has made a determination that your device complies with other requirements of the Act
or any Federal statutes and regulations administered by other Federal agencies. You must
) comply with all the Act’s reqiiirements, including, but not limited to: registration and listing
) (21 CFR Part 807); labeling (21 CFR Part 801); good manufacturing practice requirements as set
forth in the quality systems (QS) regulation (21 CFR Part 820); and if applicable, the electronic
product radiation control provisions (sections 531-542 of the Act); 21 CFR 1000-1050.



Page 2

This letter will allow you to begin marketing your device as described in your Section 510(k)
premarket notification. The FDA finding of substantial equivalence of your device to a legally
marketed predicate device results in a classification for your device and thus, permits your device

to proceed to the market.

If you desire specific advice for your device on our labeling regulation (21 CFR Part 801), please
contact the Office of Compliance at one of the following numbers, based on the regulation

number at the top of the letter:

8xx. Lo (301) 594-4591

876.2xxx, 3xxx, 4xxK, XXX (301) 594-4616
884.2xxx, 3x0x, 4xxx, S0, 6oax  (301).594-4616
892.2300¢, 3300, 4300K, 530X (301) 594-4654
Other (301) 594-4692

Additionally, for questions on the promotion and advertising of your device, please contact the
Office of Compliance at (301) 594-4639. Also, please note the regulation entitled, “Misbranding
by reference to premarket notification” (21CFR Part 807.97) you may obtain. Other general
information on your responsibilities under the Act may be obtained from the Division of Small
Manufacturers, International and Consumer Assistance at its toll-free number (800) 638-2041 or
(301) 443-6597 or at its Internet address http:/fwww.fda.gov/cdrh/dsma/dsmamain. html.

Sincerely yours,

Wiz @Zc @wgéa%

Nancy C. Brogdon

Director, Division of Reproductive,
Abdominal and Radiological Devices

Office of Device Evaluation

Center for Devices and Radiological Health

Eaclosure



ECONOLITH™ E3009
Medispec Ltd. SPECIAL Premarket Notification 510(k)

Indications for Use

510(k) Number (if known): _[c O4 QU £

Device Name: Econolith ™ E3000

Indications For Use: The Econolith™ E3000 is indicated for use in non-invasive
fragmentation of upper urinary tract stones between 5 and 20 mm in size.

Prescription Use / AND/OR Over-The-Counter Use
(Part 21 CFR 801 Subpart D) (21 CFR 807 Subpart C)

(PLEASE DO NOT WRITE BELOW THIS LINE-CONTINUING ON ANOTHER PAGE IF NEEDED)

Concurrence of CDRH, Office of Device Evaluation (ODE)

Page 1 of 1

. -om
Division of Reprodu Hve, Abdoriinal,
and Radiological Devices

510(k) Number Kﬁ 410 L{ 6 I




Attachment C.1.a.9

MHH Transfer Agreements
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Attachment C.3

Service Area Maps
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Attachment C.5

Health Care Providers that Operate Lithotripsy Equipment in
CON Project Service Area
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Attachment C, Economic Feasibility, 1

Preliminary Equipment Lease Quote



QUOTATION

y )
rF7i

P¥ A1
4
A
MEDISPEC QUOTATION No. 14085
MEDISPEC LTD. 1
Sales Representative: Kurt Schulte

203 Perry Parkway, Suite 6

Gaithersburg, MD 20877 Date: July 31,2014
888-663-3477 Del!very I?ate: 30-45 days ARO
Valid Until: January 31, 2015

Morristown-Hamblen Healthcare System

TO Attn: Ms. Amy Herndon, CFO

908 West Fourth North Street
Morristown, TN 37814

WE SUBMIT THE FOLLOWING | PAGE QUOTATION

QTY. SYSTEM DESCRIPTION OF EQUIPMENT AND/OR SERVICES FEE PER USE
1 Econolith™ MEDISPEC EXTRACORPOREAL SHOCK
E3000 WAVE LITHOTRIPSY SYSTEM*
Model 3000 One (1) Shock Wave Generator & Control Unit
(SW-6) One (1) Standard 4-axis Treatment Table

One (1) Operation & Service Manual
Price per procedure:

$1,350.00 each

INCLUDES ALL CONSUMABLE PARTS FOR TERM OF CONTRACT

Price includes on-site installation, and training.

This ngreemetit is entered into between Medispec Ltd anl the mndersigned customer in consideration of the payments pravided for in this agreement. Subject to the terms and
conditions set forth on the supplement of this agreement, Medispec Ltd. agrees to supply the equipment listed above

Special Terms:

1.

The above fee per use proposal is based on a commitment of three (3) years.

2. Customer agrees to pay for a minimum of nine (9) procedures per quarter. The full year(s) billing for this agreement will run thirty-six (36} months
from the first of the month following the date of installation.

3. *Customer to provide a suitable C-arm to use in conjunction with the Lithotripter.

4. Customer has the option to have Medispec provide transportation of the ESWL system (without C-arm) between Lakeway Regional Hospital and
Morristown-Hamblen Hospital, on a predetermined schedule, for a charge of $300 per transport.

5. The price includes on site installation, end-user training, equipment maintenance and supplies for the term of the agreement.

6. Customer to provide personnel to operate the equipment.

7. Customer will be responsible for the payment of any Federal, State or County taxes related to the Equipment.

8. Payment term: Net thirty (30) days.

CUSTOMER

SIGNATURE of
Authorized Person:

PRINT NAME & TITLE:

DATE:




(]

MEDISPEC LTD. (“MEDISPEC”), OFFICIAL TERMS AND CONDITIONS OF ESWL RENTAL

Delivery, Installation, billing start date and Training

a. Medispec, Ltd. will, at its cost and expense, deliver and install the Equipment in a location specified by Customer that is suitable for the use
and operation of the Equipment (the “Equipment Location™). Customer shall be responsible for ensuring that the Equipment Location is
suitable for the use and operation of the Equipment. Customer shall not remove the Equipment from Equipment Location unless it shall
receive Medispec’s written permission

b.  The term of this Agreement will begin on the first day the equipment is used for Patient Treatments at Equipment Location This Agreement
includes a minimum number of treatments to be billed per month. Medispec will bill the actual number of treatments from the date of
installation to the first of the following month.

¢.  Medispec will provide, at its cost and expense, on-site, applications training to the staff of Customer in the use of the Equipment. The
maximum number of such training sessions will be two (2) per year. For any additional training sessions, Medispec shall charge Customer
a mutually agreeable price. Each training session will last for a period of two (2) days and shall include a complete on-site, applications
training for the use and operation of the Equipment

Default and Remedies.

If Customer i) fails to pay any payment hereunder within sixty days of date due or ii) fails to perform any of the other terms, convenants of
conditions of this Agreement after thirty (30) days written notice, or iii) becomes insolvent or makes an assignment for the benefit of creditors, or
iv) a receiver, trustee, conservator or liquidator is appointed on behalf of Customer with or without Customer’s consent, Customer shall be in
default under this Agreement and Medispec may, to the extent permitted by applicable law, exercise any one or more of the following remedies:
1) declare due, sue for and receive from Customer the sum of all Usage Fees and other amounts due and owing under this Agreement; 11) take
immediate possession of the Equipment; IIT) require Customer to return all Equipment at Customer’s expense to a place reasonably designated by
Medispec; IV) Medispec shall charge Customer for all reasonable expenses incurred in connection with the enforcement of any remedies,
including all costs of collection, reasonable attorney’s fees, and court costs

License and Permits.
At all times during the Term of this Agreement, Customer will maintain all licenses, permits and other certifications required by applicable law
and regulation for Customer’s provision of ESWL Services

Insurance,

During the term of this Agreement, Customer shall maintain or cause to maintain the following insurance coverage from and with an insurance

company having a rating of A.M. Best and Company of at least “A-* or higher:

a.  Customer shall maintain malpractice insurance coverage for its insurance provision of medical and Hospital Services where the limits of
such insurance coverage are no less than One Million Dollars ($1,000,000.00) per occurrence and Three Million Dollars ($3,000,000.00)
aggregate

b.  Customer shall maintain a One Million Dollar ($1,000,000.00) general liability policy covering all personal property liability resulting from
or related to Customer and its facilities. Customer agrees to keep the Equipment fully insured against loss, naming Medispec as loss payee
Customer agrees to include Medispec as an insured party on the policy and to provide Medispec with certificates or other evidence of
Insurance.

¢ Each physician using or operating the Equipment will, at all times, maintain individual or group practice malpractice insurance having
coverage of at least One Million Dollars ($1,000,000) per occurrence and Three Million Dollars ($3,000,000.00) aggregate

Equipment Maintenace.

Medispec shall be responsible for all maintenance of the Equipment. Customer shall notify Medispec immediately of any malfunction to the
Equipment. Medispec shall, within forty eight (48) hours after being notified by Customer, send a technician to repair the Equipment. Customer
shall provide Medispec with access to the Equipment at reasonable times during which the Equipment is located at the Equipment location.

Damage,
Customer shall be responsible for any damage caused to the Equipment while the Equipment is located at Equipment Location except for
ordinary wear and tear or for damage caused by the actions or inactions of Employees and Representatives of Medispec

Confidentiality.
Customer shall keep confidential and secure any manuals or any other documentation related to the use and operation of the Equipment that are
provided by Medispec and shall retum all such documents and copies of such documetns to Medispec at the end of this Agreement.

Indemnification

Customer shall not be liable for any claim, injury, demand or judgement arising out of any action or failure to act by Medispec, its agents or
employees. Medispec shall not be liable for any claim, injury, demand or judgement arising out of any actions or failure to act by Customer, its
agents or employees

Assignment.
Medispec may without notice to or consent from Customer seli, assign or transfer this Agreement.

Governing Law
This Agreement shall be governed by and construed in accordance with the laws of the State of Maryland. Any disputes under this Agreement
shall be settled by binding arbitration in Maryland before a single arbitrator of the American Arbitration Association

CUSTOMER

SIGNATURE of
Authorized Person:

PRINT NAME & TITLE:

DATE:
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MEDISPEC

The Sound Alternative to Surgery

September 5, 2014

Morristown-Hamblen Hospital
903 West Fourth North Street
Morristown, TN 37814

Dear Ms. Amy Herndon:

Medispec Ltd. proposes to use our Econolith™ E3000, Model 3000 (SW-6) Lithotripsy Device,
which is currently providing service to Lakeway Regional Hospital, located at 726 McFarland St,
Morristown, TN 37814, to provide services at Morristown-Hamblen Hospital. The Equipment is
being underutilized. This will allow Morristown-Hamblen Hospital to share the existing
lithotripsy equipment in the service area in collaboration with Medispec and Lakeway Regional
Hospital to address community needs.

The Fair Market Value (FMV) of existing equipment is $245,000.00.

Sincerely, f
s

Anil Dhingra
Vice President & Chief Operating Officer
Medispec Ltd.

203 Perry Parkway, Suite 6 ¢ Gaithersburg, MD 20877-2169
Toll Free: 888-663-3477 o Tel: 301-944-1575 o Fax: 301-972-6098
Email; info@medispec.com « Web: www.medispec.com
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October 1, 2014

Ms. Melanie Hill

Executive Director

Tennessee Health Services and Development Agency
500 Deaderick Street, Suite 850

Nashville, TN 37243

Re: Adequate Funding for Morristown-Hamblen Hospital — Lithotripsy Services CON

Dear Ms. Hill:

Covenant Health has sufficient cash reserves to complete the proposed project for Morristown-
Hamblen Hospital (MHH) at the estimated total cost $328,900 for certificate of need purposes.
However, there is no required capital outlay by either MHH or Covenant Health for this project
which simply creates operational access to a vendor-owned mobile lithotripsy unit via a “per-
procedure” equipment lease arrangement.

Respectfully,

%Geppi
‘xecutive Vice President/Chief Financial Officer

Covenant Health

Corporate Office
100 Fort Sanders West Blvd.e Knoxville, TN 37922
(865) 531-5421 Office (865) 531-5272 Fax

www.covenanthealth.com
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COVENANT HEALTH

Audited Consolidated Financial Statements

Years Ended December 31, 2013 and 2012

ic Accountants

Certified Publ



COVENANT HEALTH
Audited Consolidated Financial Statements

Years Ended December 31, 2013 and 2012

Independent AUditor’s REPOTt. .. iciimmimisiuimmmiinimsisienssssssass st s emss s s st sins s

Audited Consolidated Financial Statements

ConS0lidated Balance SHEEES .ovcercureiivirrrisbirsose et sassases et sassharirssassns st pesbsss1rpses shesnasssmestisessiabsssnsnas
Consolidated Statements of Operations and Changes in Net ASSets ... _
Consolidated Statements 0f Cash FIOWS . ...uiiirirererseesssismiisiisinmsisininiassitimss s s ses



PERSHING YOAKLEY & ASSOCIATES, P.C.
One Cherokee Mills, 2220 Sutherland Avenue
Knoxville, N 37919

p: (865) 673-0844 | f (865) 6730173
WWW.pyape.com

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Covenant Health:

We have audited the accompanying consolidated financial statements of Covenant Health and its

subsidiaries (Covenant) which comprise the consolidated balance sheets as of December 31,

2013 and 2012 and the related consolidated statements of operations and changes in net assets

and cash flows for the years then ended, and the related notes to the consolidated financial

statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated

financial statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of consolidated financial statements that are free

from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audits. We conducted our audits in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from

material misstaternent.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing en opinion on the
effectiveness of Covenant’s internal control. Accordingly, we express no such opinion. An andit
also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant estimates made by management, as well as evaluating the overall presentation of

the consolidated financial statements.

1

ATLANTA I KANSAS CITY | KNOXVYILLE | NASHVILLE | TAMPA BAY



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Covenant Health as of December 31, 2013 and 2012
and the results of its operations, changes in net assets and cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

oy oty s

Knoxville, Tennessee
April 14,2014



COVENANT HEALTH

Consolidated Balance Sheefs

(Dollars in Thousands)
December 31,
2013 2012
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 55399 $ 36,168
Short-term investments 404 550
Assets limited as to use 23,030 24,568
Patient accounts receivable, less estimated allowances for
uncollectible accounts of approximately $94,300 in 2013
and $77,900 in 2012 : 96,912 93,541
Other current assets 44 018 44,341
TOTAL CURRENT ASSETS 219,763 199,168
ASSETS LIMITED AS TO USE, less amounts required
to meet current obligations 24,703 41,842
PROPERTY, PLANT AND EQUIPMENT, net of
accumulated depreciation and amortization 660,204 683,975
OTHER ASSETS
Long-term investments 1,007,058 961,990
Bond and note issuance costs, net of accumulated
amortization of $9,455 in 2013 and $8,333 in 2012 9,933 11,032
Goodwill 8,553 8,553
Other assets 11,158 12,818
TOTAL OTHER ASSETS 1,036,702 994,393

$ 1941372 $§ 1,919,378




COVENANT HEALTH

Consolidated Balance Sheets - Continued
(Dollars in Thousands)

December 31,
2013 2012
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Trade accounts payable, accrued expenses and other
liabilities $ 120,593 § 131,132
Accrued salaries, wages, compensated absences and
amounts withheld 55,644 51,142
Estimated third-party payer settlements 9,119 12,626
Current portion of long-term debt and capital lease
obligations 12,196 21,771
TOTAL CURRENT LIABILITIES 197,552 216,671
LONG-TERM DEBT AND CAPITAL LEASE
OBLIGATIONS, less current portion 705,260 728,622
OTHER LONG-TERM LIABILITIES 51,799 66,813
TOTAL LIABILITIES 954,611 1,012,111
COMMITMENTS, CONTINGENCIES AND OTHER -
Note I
NET ASSETS
Unrestricted 977,415 897,789
Temporarily restricted 9,346 9,478
TOTAL NET ASSETS 986,761 907,267
$§ 1941372 $ 15919378




COVENANT HEALTH

Consolidated Statements of Operations and Changes in Net Assels
(Dollars in Thousands)

Year Ended December 31,
2013 2012

Change in unrestricted net assets:
Unrestricted revenue and support:
Patient service revenue, net of contractual adjustments

and discounts $ 1,111397 $ 1,088,843

Provision for bad debts (101,014) (86,197)
Net patient service revenue 1,010,383 1,002,646
Other operating revenue 63,954 45,917
Net assets released from restrictions used for operations 2,563 2,552

TOTAL REVENUE AND SUPPORT 1,076,900 1,051,115
Expenses.
Salaries and benefits 513,013 505,955
Supplies and other 465,979 457,576
Provision for depreciation and amortization 70,301 68,477
Interest 14,076 18,730
TOTAL OPERATING EXPENSES 1,063,369 1,050,738
INCOME FROM CONTINUING OPERATIONS 13,531 377
Non-operating gains (losses):
Investment income 26,977 35,012
Gain (loss) on early extinguishment of debt - Note F 309 (3,242)

NET NON-OPERATING GAINS 27,286 31,770

EXCESS OF REVENUE, GAINS AND
SUPPORT OVER EXPENSES AND LOSSES
FROM CONTINUING OPERATIONS 40,817 32,147

Additional gain on sale of discontinued operations - Note N - 14,320

EXCESS OF REVENUE, GAINS AND SUPPORT

OVER EXPENSES AND LOSSES 40,817 46,467

Change in net unrealized gains on investments 37,990 36,748
Contributions of property 482 925
Net assets released from restrictions for capital additions 337 271
INCREASE IN UNRESTRICTED NET ASSETS 79,626 84,411




COVENANT HEALTH

Consolidated Statements of Operations and Changes in Net Assels - Conftinued

(Dollars in Thousands)

Year Ended December 31,
2013 2012
Change in temporarily restricted net assets:
Restricted gifts and bequests 2,598 3,238
Investrnent incomeland realized/unrealized net

losses on investments 170 107

Net assets released from restrictions (2,900) (2,823)
INCREASE (DECREASE) IN TEMPORARILY .

RESTRICTED NET ASSETS (132) 522

INCREASE IN NET ASSETS 79,494 84,933

NET ASSETS, BEGINNING OF YEAR 907,267 822,334

NET ASSETS, END OF YEAR

$

986,761 $ 907,267




COVENANT HEALTH

Consolidated Statements of Cash Flows
(Dollars in Thousands)

Year Ended December 31,
2013 2012

CASH FLOWS FROM OPERATING ACTIVITIES:

Increase in net assets
Adjustments to reconcile increase in net assets to net

cash provided by operating activities

$ 79,494 § 84,933

Provision for depreciation and amortization 70,301 68,477
Net realized and unrealized gains on investments and
assets limited as to use (44,669) (53,775)
Discount amortization on capital appreciation bonds 3,190 10,974
Property contributions (482) (925)
Restricted contributions (2,598) (3,238)
Loss (gain) on early extinguishment of debt (309 3,242
Gain on sale of previously discontinued operations - (14,320)
Increase (decrease) in cash due to changes in:
Patient accounts receivable (3,371) 5,044
Other current assets 323 (218)
Other assets (1,017 (2,705)
Trade accounts payable, accrued expenses and other
liabilities (7,673) 4,709
Accrued salaries, wages, compensated absences and
amounts withheld 4,502 3,378
Estimated third-party payer settlements (3,507) 578
Other long-term liabilities (15,019) (18,115)
Total adjustments (329) 3,106
NET CASH PROVIDED BY OPERATING ACTIVITIES 79,165 88,039
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (48,988) (105,454)
Proceeds from sale of property, plant and equipment 376 1,176
(170,091) (231,315)

Purchases of investmernts

Proceeds from redemption or maturities of investments 168,634 226,585
Deorease in assets limited as to use 19,881 33,452
Investment in unconsolidated affiliates - (159)
Goodwill acquired - (6,522)
Distributions from unconsolidated affiliates 2,294 2,250
NET CASH USED IN INVESTING ACTIVITIES
FROM CONTINUING OPERATIONS (27,894) (79,987)




COVENANT HEALTH

Consolidated Statements of Cash Flows - Continued
(Dollars in Thousands)

Additional gain on sale of discontinued operations
NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of long-term debt
Redemption of debt
Repayment of debt and capital lease obligations
Payment of acquisition and financing costs
Proceeds from restricted contributions

NET CASH USED IN FINANCING ACTIVITIES

NET INCREASE IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, beginning of year
CASH AND CASH EQUIVALENTS, end of year

SUPPLEMENTAL INFORMATION:
Cash paid for interest
Capital additions in accounts payable
Equipment acquired through capital lease arrangements

Year Ended December 31,

2013 2012
- 15,073
(27,894) (64,914)
i 160,753
(9,691) (159,636)
(24,925) (21,057)
22) (804)
2,598 3,238
(32,040) (17,506)
19,231 5,619
36,168 30,549
55399 § 36,168
9,790 $ 8,921
1,859 § 4,724
- $ 1,812
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Morristown-Hamblen

Hospital Association
Mortristown, TIN

has been Accredited by

spLi
The Joint Commission

Which has sutveyed this organization and found it to meet the requirements for the

Ambulatory Health Care Accreditation Program

November 3, 2011

Accreditation is customarily valid for up to 36 months.

= ﬂ &‘r’z// -'2/244'% Organization ID #: 7881 W % 2

David A, Whiston, D.D.S. Print/Reprint Daie: 05/14/12 Mark Chassin, M.D.

Chairman of the Board President

The Joint Commission is an independent, not-for-profit, national body that oversees the safety and quality of health care and
other services provided in accredited organizations. Information about accredited organizations may be provided directly to
The Joint Commission at 1-800-994-6610. Information regarding accreditation and the accreditation performance of individual
otganizations can be abtained through The Joint Commission's web site at www.jointcommission.org.

(.;_:w' £ ¥]
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Paliaere™

This reproduction of the orlginal accreditation certlficate has been Issued for use In regulatory/payer agency verlfication of
accreditation by The Joint Commisslon. Please consult Quallty Check on The Jolnt Commlsslon's websits to confirm the

organization’s current accreditation status and for a JIsting of the organlzation's locations of care.
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W % The Joint Commission

May 8, 2012

Jeremy Biggs Joint Commission 1D #: 7881

President/CAQ Program: Hospital Accreditation
Morristown-Hamblen Hospital Association Accreditation Activity: Unannounced

908 West Fourth North Street Accreditation Follow-up

Morristown, TN 37814 Accreditation Activity Completed: 05/04/2012

Dear Mr. Biggs:

The Joint Commission would like to thank your organization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunities for improvement in your processes and helping you follow through on and
implement these improvements. We encourage you to use the accreditation process as a continuous standards
compliance and operational improvement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

Comprehensive Accreditation Manual for Hospitals

This accreditation cycle is effective beginning November 04, 2011. The Joint Commission reserves the right to
shorten or'lengthen the duration of the cycle; however, the certificate and cycle are customarily valid for up to 36
months.

Please visit Quality Check® on The Joint Commission web site for updated information related to your
accreditation decision.

We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and
governing body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services, and the public you serve of your organization’s accreditation decision.

Please be assured that The Joint Commission will keep the report confidential, except as required by law. To
ensure that The Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care services you provide.

Sincerely,

o St b B PR

Ann Scott Blouin, RN, Ph.D.
Executive Vice President
Accreditation and Certification Operations
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P’V The Joint Commission

Morristown-Hamblen Hospital Association
908 West Fourth North Street
Morristown, TN 37814

Organization Identification Number: 7881
Program(s) Survey Date(s)

Hospital Accreditation 05/04/2012-05/04/2012

Executive Summary

Hospital Accreditation : As a result of the accreditation activity conducted on the above date(s), there
were no Requirements for Improvement identified.

If you have any questions, please do not hesitate to contact your Account Executive.

Thank you for collaborating with The Joint Commission to improve the safety and quality of care provided to
patients.

Organization Identification Number: 7881 Page 1 of 2
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AFFIDAVIT OF PUBLICATION

STATE OF TENNESSEE

COUNTY OF HAMBLEN

R. Michael Fishman
Printed Name

Personally appeared before the undersigned authority and made oath that he is the Editor and Publisher of the
Citizen Tribune and that the attached item was published in said newspaper on the following dates:

10/9/2014,

Name of Account: Covenant Health/MHHS
Order Number: 22063455

Sworn to, and subscribed before me at Morristown, TN, this 9 th day of October, 2014,

\\‘\nlnn,«”, Notary Public
\

........ 2 Commission expires: 12/06/2015

{ TENNESSEE
% NOTARY
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NOTIFICATION OF INTENT
TO APPLY FOR A CERTIFICATE OF NEED

This is to provide official notice to the Health Services
and Development Agency and all interested parties,
in accordance with T.C.A. § 68-11-1601 et seq., and
the Rules of the Health Services and Development
Agency, that: Morristown-Hamblen Hospital, an Acute
Care Hospital owned by Morristown-Hamblen Hospital
Association with an ownership type of Not-for-Profit
Corporation and to be managed by (Not Applicable),
intends to file an application for a Certificate of Need
for: the initiation of Mobile Extra-Corporeal Shock
Wave Lithotripsy Services using vendor-owned mobile
lithotripsy medical equipment for two (2) days per week
on the hospital campus at 908 West Fourth North
Street in Morristown, Tennessee. The total estimated
project cost is $328,900.

The anticipated date of filing the application is:
October 14, 2014.

The contact person for this project is Mike Richardson,
Vice President, Strategic Planning & Development
who may be reached at: Covenant Health, 280 Fort
Sanders West Boulevard, Building 4, Suite 218,
Knoxville, Tennessee 37922, 865-531-5123,

Upon written request by interested parties, a local Fact-
Finding public hearing shall be conducted. Written
requests for hearing should be sent to:

Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

Pursuantto T.C.A. § 68-11-1 607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of
Need application must file a written notice with the
Health Services and Development Agency no later
than fifteen (15) days before the regularly scheduled
Health Services and Development Agency meeting at
which the application is originally scheduled; and (B)
Any other person wishing to oppose the application
must file written objection with the Health Services and
Development Agency at or prior to the consideration of
the application by the Agency.
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State of Tennessee .
Health Services and Development Agency
Andrew Jackson Building, 9" Floor : :

502 Deaderick Street

Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax; 615-741-9884

LETTER OF INTENT

The Publication of Intent is to be published in the Citizen Tribune which is a newspaper
(Name of Newspaper)
of general circulation in _Hamblen County , Tennessee, on or before _October 10, 2014 , for one day.
(County) {Month /day) (Year)
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This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 88-11-1601 et seq., and the Rules of the Health Services and Development Agency,

that:
Morristown-Hamblen Hospital , an Acute Care Hospital
(Facilily Type-Existing}

{Name of Applicant)
owned by: Morristown-Hamblen Hospital Assoclation with an ownership type of Not-for-Profit Corporation
and to be managed by: (Not Applicable) intends to file an application for a Cerlificate of Need for:

the initiation of Mobile Extra-Corporeal Shock Wave Lithotripsy Services using vendor-owned mobile
lithotripsy medical equipment for two (2) days per week on the hospital campus at 808 West Fourth
North Street in Morristown, Tennessee, The total estimated profect cost is $ 328,900,

The anticipated date of filing the application is; October 14, 2014.
The contact person for this project is Mike Richardson, Vice President, Strategic Planning & Development

(Contact Name) (Tltle)
who may be reached at: Covenant Health, 280 Fort Sanders West Boulevard, Building 4, Suite 218
(Company Name) (Address)
Knoxville, y Tennessee 37922 865 / 531-5123
(Gily) % (State) {Zip Code) (Area Code / Phone Number)
M /0' 8- /"/ mdr@covhlth.com
{ngn alure) (Date) (E-mail Address)

o e e e e [um—

s ot mao

The Letter of Intent must be filed in triplicate and recéived between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, fillng must occur on the preceding business day. File

this form at the following address:

Heaith Services and Development Agency
Andrew Jackson Bullding, 8" Floor
502 Deaderick Street
Nashville, Tennessee 37243

= f=t=1 ~}—1 =22

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of

the application by the Agency.

= = == ==

HF51 (Revlsed 01/09/2013 ~ all forms prior Lo this date are obsolete)
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State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

www.th.qov/hsda Phone: 615-741-2364 Fax: 615-741-9884

LETTER OF INTENT

The Publication of Intent is to be published in the Citizen Tribune which is a newspaper
(Name of Newspaper)
of general circulation in _Hamblen County , Tennessee, on or before _October 10, 2014 , for one day.
(County) (Month / day) (Year)

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that:
Morristown-Hamblen Hospital . an Acute Care Hospital
(Name of Applicant) (Facility Type-Existing)

owned by: Morristown-Hamblen Hospital Association with an ownership type of Not-for-Profit Corporation
and to be managed by: (Not Applicable) intends to file an application for a Certificate of Need for:

the initiation of Mobile Extra-Corporeal Shock Wave Lithotripsy Services using vendor-owned mobile
lithotripsy medical equipment for two (2) days per week on the hospital campus at 908 West Fourth
North Street in Morristown, Tennessee. The total estimated project cost is $ 328,900.

The anticipated date of filing the application is: October 14, 2014.

The contact person for this project is Mike Richardson, Vice President, Strategic Planning & Dévelopment

(Contact Name) (Title)
who may be reached at: Covenant Health, 280 Fort Sanders West Boulevard, Building 4, Suite 218
(Company Name) (Address)
Knoxville, ) Tennessee 37922 865/531-5123
(City) % (State) (Zip Code) (Area Code / Phone Number)
M [e-8-/Y mdr@covhith.com
(ngnature) . (Date) (E-mail Address)

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of
the application by the Agency.

HF51 (Revised 01/09/2013 — all forms prior to this date are obsolete)



SUPPLEMENTAL-#1
-Original-

Morristown Hamblen Hospital
Mobile Lithotripsy

CN1410-043
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SUPPLEMENTAL #1
dgtober 24, 2014

Covenant  zvem

HEALTH

October 22, 2014

Jeff Grimm, HSDA Examiner

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9 Floor

502 Deaderick Street

Nashville, TN 37243

RE: Certificate of Need Application CN1410-043
Morristown-Hamblen Hospital — Mobile Lithotripsy CON

Dear Mr, Grimm:

Please find below our response to the supplemental questions you sent on October 16, 2014
regarding the above-referenced CON application seeking approval to initiate mobile
extracorporeal shockwave lithotripsy services (ESWL) for two (2) days per week at Morristown-
Hamblen Hospital, 908 West Fourth North Street, Morristown, Tennessee 37814.

Should you have any additional questions or require additional information, please let me know
at your earliest convenience.

Sincerely,

v 4/

Mike Richardson
Vice President, Strategic Planning and Development
Covenant Health

Enclosure



SUPPLEMENTAL #1
October24, 2014
2:57 pm ¢

1. Section A, Applicant Profile, Item 4, HSDA Equipment Registry, Outstanding CON
Status Updates

The applicant facility’s ownership by Covenant Health & listing of affiliated facilities on
page 3 is noted. Please affirm that the owner has appropriately registered and reported
utilization for same to the HSDA Equipment Registry as required under Agency Statute.

All Covenant Health affiliates have appropriately registered and reported utilization to the
HSDA Equipment Registry as required under Agency Statute. All medical equipment
reports for Covenant Health affiliates have been submitted and completed for the 2014
annual update. This was confirmed by Alecia L. Craighead, HSDA Statistical Analyst, on
10/20/14.

See Supplemental Attachment: Question 1

Please identify a brief project update for the status of any outstanding/unimplemented
Certificates of Need projects the owner has a financial interest in, such as Roane Medical
Center, CN1101-001A. In your response, please include the project expiration date and
the date(s) of all Annual Project Reports that apply.

The Morristown-Hamblen Hospital Fixed PET/CT CON project (CN1009-040) is the only
“outstanding” Certificate of Need Project currently for Covenant Health and its affiliates.
The most recent Annual Project Report for this project, submitted to the HSDA in July
2014, is included as an attachment. The project is on schedule to be completed prior to the
current expiration date of 2/1/2015.

The Roane Medical Center Replacement Hospital CON project (CN1101-001) was
completed early and under budget. Appropriate documentation was submitted to the
HSDA. A copy of both the 2013 Annual Progress Report (5/31/2013) and the 2014 Final
Project Report (5/21/2014) are included as attachments. The expiration date for this
project was to be 6/1/2015 and the HSDA website reflects that the “status” of this project is
“implemented”.

See Supplemental Attachment: Question 1

2. Section A, Applicant Profile, Item 9

The bed complement data is noted. Review of the 2012 and 2013 JAR revealed that the
hospital staffed 149 and 159 licensed beds, respectively, during those periods. The JAR
report also reflects a staffed bed occupancy of approximately 49.5% in CY2012
decreasing to 44.2% in CY2013. This chart reflects a current staffed bed level of 151



SUPPLEMENTAL #1

October 24, 2014
2:57 pm

staffed beds. Please briefly describe those key factors that account for increase in staffed
beds from CY2012.

“Staffed beds” within a hospital’s “licensed bed” count change often due to flexible
staffing patterns tied to actual patient volumes, efficiency standards, and many
other operational considerations. General factors that account for changes in a
staffed bed count are primarily related to ongoing operations, minor facility
renovations, ongoing clinical unit maintenance and upgrades, physician practice
patterns, timing of “staffed bed” documentation, and ongoing patient volume
fluctuations in a dynamic healthcare environment. Specific factors related to the
noted changes include: 1) the “3 South” nursing unit space (12 beds / 12 rooms) was
closed temporarily in October 2012 and reopened in January 2013; and 2) the “3
North” nursing unit underwent renovations in 2013 resulting in a reduction in bed
count on the unit (i.e. a decrease of 7 staffed beds).

Per the applicant’s 2013 JAR, the number of Med/Surg staffed beds appears to exceed the
number of licensed beds for the service that are reflected in the JAR and the table
provided for this response. Please clarify.

Page 22 of the Hospital Joint Annual Report (JAR) asks for both 1) “Licensed Adult
and Pediatric Beds as of the Last Day of the Reporting Period” and 2) for “The
number of adult and pediatric Staffed Beds set up, staffed and in use as of the Last
Day of the Reporting Period”. For the most current MHH JAR (2013), those
numbers were 167 licensed beds and 159 staffed beds on the last day of the
reporting period.

Additionally, the chart on page 23 of the Hospital JAR requests documentation of
the “Number of Beds Set Up and Staffed on a typical day” for the reporting period.
For the most current MHH JAR (2013), MHH reported 159 beds set up and staffed
on a typical day.

It is worth noting that the allocated JAR chart lines (and parameters) do not exactly
match the “Bed Complement Data” chart of the current CON application. MHH is
licensed for 167 acute care hospital beds [including approval to operate 6 NICU
beds (CN0008-068) and 12 Geriatric Psychiatric beds (CN9701-007)], most of which
can be operated to address various and changing inpatient (and medical staff) needs
in the community. The individual who completed the chart for the 2013 JAR likely
combined some staffed beds in a manner that varied from the more recent chart
completed for the current CON application. Regardless, the “total” staffed beds
and the staffed “Medical” and “Surgical” beds documented in both the JAR chart
and the CON chart do not exceed the total number of licensed beds approved for
MHH.

A copy of the current licensed bed count information from the Tennessee
Department of Health, Health Care Facilities website listing is included for
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reference as an attachment — as well as pages 1-2 and 22-23 of the most recent MHH
JAR (2013).

See Supplemental Attachment: Question 2

3. Section A, Applicant Profile, Item 13

The applicant’s gross charges are discussed in detail in other parts of the application. Will
professional charges for the ESWL procedures be billed separately by the appropriate
physicians or payments made by the hospital in accordance with prior agreements? If by
the physicians, please address their participation in Medicare and TennCare such that
enrollees can be assured access to services.

All professional charges for the ESWL procedures will be billed separately by the
appropriate physicians. Each of the Urology, Emergency Medicine, and Radiology
physicians that will be involved with this project are Medicare and TennCare
providers so enrollees can be assured access to the ESWL services provided at
MHH. The payer mix for physicians involved with the project will be the same as
that outlined for MHH in the CON application.

4. Section B, Project Description, Item 1 and Section C, Need, Item 6

The reference to and documentation of physician support is noted. Please also briefly
discuss the clinical leadership planned for the proposed mobile ESWL service and
provide a list of active MHH medical staff (with status of board certification) that will be
participating in the project.

Primary clinical leadership for the program will be provided by Dr. Philip Serbin,
Urologist (Board Certification: Urology). He will work in collaboration with the Chief of
Surgery, Dr. Ronald Christopher, the Chief of Staff, Dr. Shahin Assadnia (Board
Certifications: Vascular and General Surgery) and the Emergency Department Director,
Dr. Jackie Livesay (Board Certification: Internal Medicine) in the establishment and
management of the program.
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What are the applicant’s expectations of physician referrals by specialty to the proposed
ESWL mobile service? Please complete the table below.

Specialty Physicians practicing ESWL Referrals
in PSA/SSA* Year 1
Family Practice 11 2
Internal Medicine 6 2
OB/GYN 4 1
Orthopedics 5 1
General Surgery 6 2
Urology 4 12
Other** 136 32
TOTAL 172 52

* Represents the 172 physicians most aligned with MMH via Medical Staff Privileges:

Active Privileges (68), Courtesy Privileges (30), and Consulting Privileges (74)

** Includes Emergency Department physicians; most MHH ESWL referrals are expected from patient “self
referrals” (i.e. patients who arrive at the MHH Emergency Department seeking care due to acute pain
associated with kidney stones) and/or patients who are referred directly to the MHH Emergency Room by
another provider. All such patients will be evaluated in the MHH Emergency Department by qualified
Emergency Medicine, Radiology, and Urology physicians and staff as appropriate.

Section B, Project Description, Item IL.A.

The absence of any need for renovation or construction is noted. Please provide a general
description of the operating room (OR#5) to be dedicated to the proposed service (size,
location, access by patients, floor, etc.). What attributes does the OR have that account
for the decision to dedicate it to use by physicians and their patients for the proposed
ESWL service? In your response, please also describe what accommodations are planned
for the use of a C-Arm for the mobile unit, if any.

As indicated on the Floor Plan drawings included with the original CON
application, MHH Operating Room Five (OR # 5) is located in the Existing Surgery
Department of Morristown-Hamblen Hospital which is located on the Second Floor
of the Main Hospital Building. Like all of the operating rooms at MHH, OR # 5 will
be easily accessible by both inpatients and outpatients who may access the service
through the Surgery Department registration/intake area — or even directly from
the Emergency Department if needed. As can be seen on the Site Plan drawing
included with the original CON application, the MHH Surgery Suite and
Emergency Department are in very close proximity to one another on the same side
of the main hospital building.

MHH OR # 5 is about 20 ft x 22 ft (approximately 440 total square feet), offering
adequate clinical space, appropriate design, and suitable flooring and fixtures for all
anticipated lithotripsy procedures. This operating room was selected because it is
one of the most suitable areas for the lithotripsy procedures and it offers the most
flexible option for ESWL scheduling in a manner that does not disrupt other
Surgery Department operations.
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While OR # 5 will likely be used for all anticipated ESWL cases, the operating room
will not be solely dedicated to ESWL procedures. The room is a standard, modern,
and fully-equipped general surgery procedure room that can and will be used for
other cases as well — and for lithotripsy cases whenever needed. Like all operating
procedures scheduled for the MHH Surgery Department, the lithotripsy cases will
be scheduled for OR # 5 as appropriate on the master schedule by MHH Surgery
Department leadership and physicians.

The Floor Plan drawings actually show the efficient pathway that will be used to
move the mobile lithotripsy unit into OR # 5 from the existing service elevator in the
Surgery Suite.

MHH physicians and staff will utilize one of the existing C-Arms in the MHH
surgery suite as needed in conjunction with the mobile lithotripsy unit.

Since use by outpatients is expected to account for approximately 95% of MHH’s
projected utilization, how will the proposed area in the hospital be an improvement or
enhancement from the current mobile lithotripsy location at Lakeway Regional Hospital?

The proposed area of the MHH ESWL service in the hospital will be similar to that
of Lakeway, allowing a similar care environment for the patients and different
medical staffs of the two organizations. Sharing the existing equipment within the
service area does not take anything away from the services available to patients and
physician at Lakeway Regional Hospital. Rather, the project simply enhances access
in the community while allowing an underutilized vendor-owned asset to be more
frequently used in a manner that allows more patients to receive care in the service
area communities where they work and live.

The proposed mobile lithotripsy service will improve access to ESWL services for
the entire medical staff of MHH, community physicians in the region, and many
patients who seek care and clinical consultation at MHH. MHH provides more
inpatient, outpatient, and emergency care to patients who reside in the project
service area than any other healthcare provider. Moreover, the proposed area to be
used in the MHH Surgery Department is in immediate on-site proximity to the
MHH Emergency Department where approximately 300 annual patient encounters
related to kidney stones have occurred in recent years.
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6. Section B, Project Description, Item B. II.C. (need for the service)

The discussion is noted. One key benefit appears to be the use of the service as an
alternative to invasive surgeries. Can the applicant offer some insight as to the magnitude
of same in the PSA and the potential reduction in surgeries resulting from this project?

ESWL procedures provide a safe, effective, and less-invasive clinical alternative to
surgical procedures for many patients with kidney stones. Therefore, many patients
leave the service area for ESWL procedures that typically yield very positive clinical
outcomes. While there may be a few patients who could receive an ESWL
procedure before other forms of stone retrieval, the applicant does not anticipate a
significant reduction in the number of other urological procedures (i.e. which are
often a matter of patient preference, clinical practice patterns, etc.).

Review of HSDA records revealed that approximately 97% residents in the PSA and SSA
have used ESWL providers in Knox County for the past 3 years in spite of the presence
of the existing 7 day per week mobile service on the Lakeway Regional Hospital campus
within 1 mile of the applicant. Given this trend, the need for the project is unclear. Please
explain by highlighting what has changed such that the applicant expects to reverse the
extensive outmigration of area residents for treatment in other parts of Tennessee?

Although Lakeway Hospital has approval to operate mobile lithotripsy equipment
seven days per week, Lakeway only performed six (6) procedures during the most
recent reporting year of the HSDA Equipment Registry and the Tennessee Hospital
Joint Annual Report. Several months prior to the filing of this CON application,
the CHS/Lakeway leadership team provided written confirmation that they are not
opposed to this needed MHH project that will be developed in an orderly manner.

Another background consideration is the clinical training, experience, preferences,
and practice patterns of various physicians who serve patients in the region. For
instance, it is the applicant’s current understanding that Lakeway Regional
Hospital has at least one urologist on its medical staff that does not often use the
lithotripsy equipment to treat his patients. Conversely, MHH has a new urologist
(Dr. Serbin) who utilizes ESWL services often as an important clinical tool for
treating patients with kidney stones. As indicated within the physician support
letters for this project, the new urologist at MHH, the MHH Emergency
Department physicians and staff, and the overall MHH Medical Staff would like to
have ESWL equipment on site at to care for the significant and growing number of
their patients with kidney stones.

As outlined on pages 21 and 36 of the original CON application, reversal of a
reasonable portion of the documented ESWL outmigration from the project service
area will come primarily from patients who have received care from other Covenant
Health facilities. If the service is approved for MHH, the applicant believes that a
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significant number of patients who choose Covenant Health for their health care
will elect to have their ESWL procedures performed closer to where they work and
live. Additionally, increased community awareness about the growing MHH
Medical Staff during the next few years and the proposed ESWL service
accessibility at MHH may further reduce unnecessary outmigration from the service
area.

. Section B, Project Description, Item E.2

Please also describe the date of manufacture of the unit, its current years in service and
expected useful life, and any technological advantages in comparison to other ESWL
models.

The following information about the proposed mobile ESWL equipment to be used
for the project was supplied by Medispec, Ltd.:

The Medispec mobile ESWL unit was manufactured in Nov 2011

The mobile ESWL system was first used at Lakeway Hospital in Nov 2012
The useful life expectancy of the mobile ESWL system is 10 years

As for technological advantages, Medispec has the largest “F2” being
manufactured today (this is the equivalency of the bulls-eye of a target, i.e. a
larger target is easier to hit). Also, the Medispec equipment has one of the
“highest bar-pressure” ratings available (this is similar to the engine power
of the system). The Medispec “stone free success rate” is one of the highest in
the industry (82.9%) — and the Medispec equipment retreatment rate is one
of the lowest in the industry (only 6-7%).

Items (a) and (b): the responses to these items identify what will amount to a change in
the equipment lease arrangement between the equipment vendor and Lakeway Regional
for the use of the unit on a full week basis. Since the equipment vendor is the same for
both hospitals, what measures may be needed to adjust Lakeway Regional’s equipment
lease such that the proposed schedule can be honored?

According to Medispec, the equipment vendor used by Lakeway and to be used by
MHH, Lakeway Regional Hospital's volume does not necessitate full-time placement
of a mobile ESWL unit. Medispec will work with Lakeway Regional Hospital as
appropriate to amend their current agreement in an acceptable manner to allow the
mobile ESWL unit to be shared with MHH. Furthermore, Medispec will
collaborate with each hospital to determine appropriate treatment schedules to
ensure operational efficiency and maintain flexibility to optimize patient care as
appropriate. Medispec has confirmed their understanding that Lakeway has
already agreed to this collaborative arrangement to share the existing mobile ESWL
equipment that has been underutilized to address community needs.
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While Lakeway has been approved to use a mobile lithotripsy unit for up to seven
(7) days per week, their actual utilization in 2013 was only six (6) ESWL procedures
for the entire year. The vendor has provided assurances that they will be able to
meet the patient care and physician needs at both hospitals utilizing a shared mobile
lithotripsy unit for the foreseeable future — and that they will support the practical
logistics and scheduling for a unit to be shared by two hospitals in such close
proximity to one another. Furthermore, the equipment lease vendor is also the
ESWL equipment manufacturer — and has expressed a commitment to honor both
contracts as appropriate, even in the unlikely event that they might need to place
another mobile unit in the region at no additional expense to either local hospital.

Based on the projected utilization on page 21 of the application, approximately 1
procedure per week is anticipated in Year 1 increasing to 2 per week in Year 3. In light of
same, please describe how the applicant determined an OR was needed a total of 8 hours
per week for the mobile service. In your response, please also describe any additional
changes that may be required to accommodate the operation of the unit on the days noted
without adversely impacting surgeries for other services (orthopedic, general surgery,
etc.).

To clarify, although multiple operating rooms in the MHH Surgery Suite could
accommodate ESWL cases, OR # 5 will likely be used for all anticipated MHH
ESWL procedures — however, OR # 5 does not need to be dedicated to ESWL
procedures alone. Like all MHH operating rooms, OR # 5 scheduling capacity will
be used only if/when needed. Most ESWL procedures will only take about 45-75
minutes (including room prep and turnaround times) depending upon the size of the
kidney stone. Based upon anticipated utilization for years 1-3 of operations, the
room would likely be used on average only 1-3 hours per week total for ESWL
procedures.

As indicated in the original CON application, a good number of ESWL procedures
may be scheduled on Tuesdays and Fridays Noon-5:00 PM if possible — while
additional hours and alternative scheduling times can be available to accommodate
patient and/or physician needs. From a capacity standpoint, OR # 5 can easily
accommodate as many as eight ESWL procedures per day on a standard schedule;
however, no more than a few cases would typically be scheduled on any specific day.

MHH does not anticipate any unusual or adverse impact to other operations in the
Surgery Department with the initiation of ESWL services. Administrative and
physician leadership of the Surgery Department will coordinate room capacity and
utilization efficiently to optimize patient care and physician time via existing and
effective OR scheduling functions. Furthermore, the needed project has strong
demonstrated support from the MHH Medical Staff.
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Item ¢ — Lease/Contract Cost: given the vendor quote for equipment payments on a
$1,350 per procedure basis for an initial term of 3 years, what are the arrangements if for
some reason no patients need to be treated on a scheduled day of mobile service? Please
clarify what costs the hospital will incur if a patient does not give notice and is a no-
show, and the unit comes to the hospital to deliver a service.

Beyond the quarterly minimum outlined in the equipment lease agreement, there is
no additional charge (or cost) to MHH if the mobile lithotripsy equipment is not
used on any specific day. If there is a “patient no show” or “cancellation” (i.e. “no
click” or “no procedure”), there is “no fee” paid by MHH. Although a few “patient
no shows” might occur, patients with kidney stones are typically very eager for the
non-invasive and safe procedure that provides almost immediate relief. Medispec
has confirmed their shared understanding of this arrangement.

MHH plans to utilize existing hospital employees to move the ESWL equipment
whenever needed (although the vendor is willing to do so if ever needed for a
nominal fee). Furthermore, the vendor will work with both MHH and Lakeway
Hospital to coordinate logistics related to the ESWL equipment to address both
patient and physician needs. Considering the anticipated needs of both MHH and
Lakeway Hospital, the mobile lithotripsy equipment will usually sit idle and readily
available for use if/when needed or scheduled.

Review of the equipment quote also revealed that the applicant is responsible for a
minimum lease payment (9 procedures per quarter); the cost of providing a suitable C-
arm to use in conjunction with the unit, and a vendor transportation fee (without C-Arm)
of $300 between Lakeway Regional and the applicant on a prearranged schedule. Given
these considerations, what is the applicant’s estimated minimum cost responsibility
during the term of the equipment lease? Are the additional costs that are not included in
the per click fee lease arrangement reflected in both the Project Costs Chart and the
Projected Data Chart? Please clarify.

All anticipated costs related to the proposed project are included in the Project
Costs Chart and the Projected Data Chart:

e The minimum lease payments outlined in the equipment agreement are
significantly lower than the expected cost of utilization projected for years
One, Two, and Three of operations as outlined in the original CON
application. All anticipated equipment lease payments are included as
expenses in the projected data chart.

e MHH plans to utilize one of the existing C-Arms in the Surgery Department
when needed for ESWL procedures so no additional cost will be incurred
related to this project.

e MHH plans to utilize existing hospital employees to move the ESWL
equipment whenever needed in a very cost effective manner — so does not
expect to pay any vendor transportation fees. Such time and cost of moving

10



SUPPLEMENTAL #1
October 24, 2014
2:57 pm
the equipment by existing hospital employees is included in the wage chart
and projected data chart contained in the original CON application.

8. Section C, Need, Item 1 (State Health Plan)

Although comment is noted, please provide a response to each of the 5 guiding principles
of the State Health Plan. The template can be found in Exhibit 1 at the end of this
questionnaire.

See Supplemental Attachment: Question 8

9. Section C, Need, Item 1.a. (Project Specific Criteria-Extra-Corporeal Shock Wave
Lithotripsy). Please provide a response for each of the items noted below:

a. Determination of Need in Project Service Area (pages 18-20). The need estimate
for 298 ESWL procedures by area residents in 2017 as developed by the Tennessee
Department of Health using 2013 data from the HSDA equipment registry and 2017
population data is noted. Review of the applicant’s 2013 JAR revealed that residents
of Hawkins County accounted for significantly more inpatient discharges in 2013 and
2012 than residents of Claiborne County. Given this finding and Hawkins County’s
physical location next to Hamblen County, it is unclear why Hawkins County would
not be included in the proposed secondary service area in lieu of Claiborne County.
Please explain.

MHH does not expect to receive many ESWL patients from Hawkins County during the
first few years of the proposed project. While it is possible that a few patients from
Hawkins County might seek care at the MHH Emergency Department for kidney stones
during the first few years of the project, the applicant expects that most of those patients
will continue to seek care to the northeast of the project service area since most ESWL
patients from Hawkins County have received care in the Tri-Cities area of Tennessee
historically (i.e. hospitals with ESWL services in Sullivan County, etc.). If any patients
from Hawkins County were to seek ESWL care from MHH, they are included in the
“Other TN Counties” line (3% of total MHH ESWL cases; part of Tertiary Service Area)
of the utilization assumptions outlined on page 36 of the original CON application.
Additionally, many patient-directed and physician-directed referrals from the populated
areas of Hawkins County have moved northeast historically for tertiary care.

While Claiborne County may not be part of the MHH Primary Service Area (PSA) for
many services, it is reasonable to include Claiborne County as part of the Secondary
Service Area (SSA) for the proposed MHH ESWL project as outlined in the utilization
assumptions on page 36 of the original CON application. To summarize, Claiborne County
was included in the proposed MHH ESWL project service area for a few key reasons:

11
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¢ Claiborne County Medical Center is the only hospital in Claiborne County and they
do not provide ESWL services

e Based upon recent experience by healthcare providers in Claiborne County, the
Claiborne Medical Center (CMC) leadership team has confirmed that it anticipates
sending at least one or two patients each month to MHH if the ESWL service is
approved so patient access within the service area can be expanded

e MHH is easily accessible to many Claiborne County residents via State Highway 25
E, as well as via other travel routes

e Both MHH and CMC are clinically aligned affiliates of Covenant Health — and the
medical staffs of both hospitals are collaborating across multiple service lines
increasingly to improve patient care, satisfaction, and access

b. Minimum Volume Standard (page 21) - The tables showing the methodology to
convert the projected ESWL procedures to a full time measure capable of comparison
to the 250 procedures/year standard is noted. As such, the utilization in Year 1 is
approximately 73% of the standard increasing to 110% of the standard in Year 2. Is
this consistent with the applicant’s projections in the manner described?

Yes.

c. Current Service Area Utilization and Adverse Impact on Existing Providers
(pages 22 and 23) — in light of the discussion with Lakeway Hospital management,
did discussion arise about cooperative efforts needed to reverse the trend of
outmigration by residents from the service area success that the proposed mobile
ESWL service might be successful? What, if any, consideration was given to the
development of a working agreement, joint venture or other similar activity to assure
success of the service and prevent the potential closure of the Lakway Hospital
mobile service?

Discussion about cooperative efforts by competing hospitals to reverse the trend of
outmigration of residents from the service area did not occur. Rather, MHH leadership
simply explained their real and growing need to have access to a mobile ESWL unit on site
for a couple days each week so members of the MHH medical staff could better care for
their patients. CHS/Lakeway leadership understood the situation and confirmed that they
are not opposed to MHH having access to mobile ESWL equipment to care for its patients.

Perhaps more importantly, this proposed project represents a unique opportunity for
competing hospitals to share an existing medical resource that is operational and
underutilized in the service area to meet community needs. As outlined elsewhere in the
original CON application and supplemental materials, the commitments and flexibility of a
trusted ESWL vendor have created a platform that will allow a working arrangement that
will help assure the success of the ESWL service for both hospitals located in very close
proximity within Morristown, Tennessee. Any ESWL procedure volumes realized by
MHH and/or Lakeway will benefit the equipment vendor organization to be used by both
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hospitals, thus strengthening the company’s operational viability in the region in a manner
that will help ensure their ongoing commitment to both providers who care for patients in
the service area.

Referrals to ESWL service locations are often based upon individual urology physician
preferences and practice patterns, medical staff privileges and related call obligations,
historical referral relationships, and overall clinical alignment. Additionally, it is very
common for physicians to care for patients at the primary campus at which they practice
whenever possible — and/or to make tertiary referrals to clinically aligned providers as
appropriate to optimize patient care quality, efficiency, and satisfaction. The proposed
ESWL equipment-sharing arrangement should support the patient care operations and
medical staff needs of both hospitals for the foreseeable future.

Attachment C.1.a.3 was provided showing Service Area Patient Destinations in 2013.
It would be helpful to identify the most recent 3 year trend for purposes of this
response and, in large part, as a basis for supporting the projected utilization of the
service. Please complete the table below (note: HSDA staff has entered amounts for
2013 for ease of reference).

2011 2012 2013 % Change
11-13
Total # resident 252 268 293 +16.3%
ESWL
procedures
# residents using 234 261 282 +20.5%
Knox Co.
Providers
% Residents 93% 97% 96% +3%
using Knox Co.
providers

Total ESWL 1,536 1,490 1,592 +3.6%
procedures of
Knox Co.
providers

% Knox Co. 15% 18% 18% +3%
provider reliance
on PSA/SSA
residents

13



SUPPLEMENTAL #1

October 24, 2014
2:57 pm

Adequate Staffing and Services (page 24) — please identify the names of all
radiologists on the hospital’s medical staff that apply (with copy of CV, if possible).
Please identify all referral urological physicians in the service area (PSA/SSA) that
apply with name, address and status of medical staff privileges and board
certification.

See Supplemental Attachment: Question 9

d. Transfer and/or Affiliation Agreements (page 26) — Given the applicant does not
meet the Level I Trauma designation; it appears that the applicant’s current agreement
for transfer of hospital patients with UT Medical Center will meet this criterion. Will
the agreement extend to transfer for patients of the proposed mobile ESWL service?

Yes, the transfer agreement with UT Medical Center will meet this criterion since that

hospital has a Level I Trauma designation. Additionally, patients can be transferred to
other tertiary medical centers Tennessee as appropriate.

e. Access, Item a (pages 26 and 27) — the medically underserved area status of the
proposed ESWL primary and secondary service area may warrant consideration given
the significant outmigration to other areas of the state for this service. Please identify
the MUA status of the counties in the applicant’s proposed service area.

According to the Tennessee Department of Health Website, each county of the proposed
MHH ESWL project service area is considered a “Medically Underserved Areas” (MUA) -
and therefore may warrant special consideration considering the significant outmigration
to other areas of the state for this service:

Cocke: Whole County MUA “Health Professional Shortage Area” (May 2014)
Claiborne:  Whole County MUA “Health Professional Shortage Area” (May 2014)
Grainger: Whole County MUA “Health Professional Shortage Area” (May 2014)
Hamblen:  Partial County MUA “Health Professional Shortage Area” (May 2014)
Jefferson: Partial County MUA “Health Professional Shortage Area” (May 2014)

Source: hittp://health.state.tn.us/rural/hpsa. html
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f. Access, Item b - review of HSDA records revealed that the CY2013 use rate per
1,000 population was higher in only 1 county of the service area (Jefferson County)

than the statewide average of 1.7 per 1,000 population. What does this suggest about
the need for the project in addition to the comments provided?

In your response, please contact Alecia Craighead, Stat III, HSDA, for additional
assistance in completing the table below:

ESWL Use Rates by County per 1,000 Population in Applicant’s Service Area

County 2011 2012 2013
Cocke 1.38 1.22 1.40
Claiborne 1.34 1.27 1.05
Grainger 1.89 1.44 1.48
Hamblen 0.84 1.07 1.26
Jefferson 1.24 1.57 1.77
Statewide 1.2 1.1 1.7

Sources: Medical Equipment Registry - 8/4/2014 (provided by Alecia Craighead, HSDA) and
Tennessee Population 2010-2020 (http://health.state.tn.us/statistics/quickfacts.htm). Values calculated
by dividing the number of procedures performed on patients originating from a given county by the
population estimate for the county for the same year.

The ESWL “Use Rates” by County and for Tennessee above seem to indicate a few issues:

e For unknown reasons, Tennessee Statewide utilization of ESWL services has
increased dramatically from 2012 to 2013 (i.e. 55% reported increase in just one
year if the data is accurate).

e All but one county in the MHH ESWL project service area shows growth in ESWL
use rates from 2012 to 2013.

e In 2011, all but one county in the MHH ESWL project service area showed
significantly higher ESWL use per 1,000 than for Tennessee Statewide.

e In 2012, all but one county in the MHH ESWL project service area showed
significantly higher ESWL use per 1,000 than for Tennessee Statewide.

e In 2013, only one county in the MHH ESWL project service area showed
significantly higher ESWL use per 1,000 than for Tennessee Statewide. However, if
the calculated 2013 Tennessee Statewide ESWL use rate were more similar to 2011
and 2012 rates, every county in the MHH ESWL project service area would exceed
the Tennessee Statewide use rate.

In addition to the fact that a majority of the MHH ESWL project service area has
demonstrated a higher ESWL use rate than Tennessee Statewide for much of the past three
years, the applicant believes that other key facts and utilization assumptions outlined
throughout the original CON application indicate that the project is needed — and that
projections are both reasonable and conservative.

g. Access, Item b - the applicant states that MHH medical staff witnessed
approximately 300 encounters related to kidney stones in the ED and office settings
in recent years, with up to 50% that could be candidates for lithotripsy procedures.
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HSDA records reflect that few residents of the PSA/SSA used Lakeway Regional’s
mobile ESWL service in recent years - only 48 patients were treated at Lakeway
compared to 540 residents that used Knox County providers in 2012 and 2013. As
such, it appears that the need for ESWL services has historically been met by Knox
County providers in spite of the availability of the service at Lakeway. Other than
eliminating drive times, it is unclear what MHH plans to do to meet area need for the
service. Please explain.

Most kidney stone patients who seek ESWL services originate in a hospital’s emergency
department. Until Dr. Serbin arrived in Morristown in early 2014 to establish his urology
practice, a majority of ESWL patients from the MHH Emergency Department went to
other hospitals in East Tennessee with established programs and accessible physicians who
perform ESWL procedures.

Now that MHH Emergency Department physicians, staff, and patients have access to a
local urology physician on the MHH Medical Staff who utilizes ESWL procedures to treat
kidney stone patients, many service area patients who seek care at MHH (or with Covenant
Health’s aligned physicians) will likely choose to receive the needed procedure closer to
home with their physician and/or hospital of choice if the needed ESWL service is
approved. Approval of the proposed ESWL service will enhance the array of clinical tools
available for the MHH Medical Staff on site — and enable a significant number of kidney
stone patients who seek care from Covenant Health to have the procedure performed at
MHH. This project seeks to utilize an existing medical resource in the service area in a
manner that is orderly, efficient, and collaborative — and that enhances patient access,
choice, and convenience.

10. Section C, Need, Items 3 and 4 (Service Area)

Item 3 - the service area is noted. Please also comment on the rationale for excluding
Hawkins County from the applicant’s proposed ESWL secondary service area instead of
Claiborne County.

MHH does not expect to receive many ESWL patients from Hawkins County during the
first few years of the proposed project. While it is possible that a few patients from
Hawkins County might seek care at the MHH Emergency Department for kidney stones
during the first few years of the project, the applicant expects that most of those patients
will continue to seek care to the northeast of the project service area since most ESWL
patients from Hawkins County have received care in the Tri-Cities area of Tennessee
historically (i.e. hospitals with ESWL services in Sullivan County, etc.). If any patients
from Hawkins County were to seek ESWL care from MHH, they are included in the
“Other TN Counties” line (3% of total MHH ESWL cases; part of Tertiary Service Area)
of the utilization assumptions outlined on page 36 of the original CON application.
Additionally, many patient-directed and physician-directed referrals from the populated
areas of Hawkins County have moved northeast historically for tertiary care.
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While Claiborne County may not be part of the MHH Primary Service Area (PSA) for
many services, it is reasonable to include Claiborne County as part of the Secondary
Service Area (SSA) for the proposed MHH ESWL project as outlined in the utilization
assumptions on page 36 of the original CON application. To summarize, Claiborne County
was included in the proposed MHH ESWL project service area for a few key reasons:
e Claiborne County Medical Center is the only hospital in Claiborne County and they
do not provide ESWL services
e Based upon recent experience by healthcare providers in Claiborne County, the
Claiborne Medical Center (CMC) leadership team has confirmed that it anticipates
sending at least one or two patients each month to MHH if the ESWL service is
approved so patient access within the service area can be expanded
e MHH is easily accessible to many Claiborne County residents via State Highway 25
E, as well as via other accessible travel routes
e Both MHH and CMC are clinically aligned affiliates of Covenant Health — and the
medical staffs of both hospitals are collaborating across multiple service lines
increasingly to improve patient care, satisfaction, and access
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Item 4 - Please condense information provided in the response by completing the
following table using data from the Department of Health website, Certificate of Need
enrollee data from the. Bureau of TennCare, and demographic information from the US
Census Bureau:

Cocke Claiborne | Grainger Grundy Hamblen | Jefferson | Service | Tennessee
Area Total

Current Year 2014, 6,669 5,880 4,204 N/A 11,269 9,972 37,994 981,984
Age 65+
Projectéd Year 6,871 6,378 4,557 N/A 12,067 11,291 41,164 1,102,413
2018, Age 65+
Age 65+, % Change 3.0% 8.5% 8.4% N/A 7.1% 13.2% 8.3% 12.3%
Age 65+, % Total 18.1% 18.0% 18.2% N/A 17.6% 18.6% 18.1% 14.9%
2014 Total 36,762 32,604 23,111 N/A 64,108 53,729 210,314 | 6,588,698
Population
2018, Total 38,615 33,280 23,675 N/A 65,570 56,872 218,012 | 6,833,509
Population
Total Pop. % 5.0% 2.1% 2.4% N/A 2.3% 5.8% 3.7% 3.7%
Change
TennCare Enrollees 10,184 8,121 5,118 N/A 13,519 10,568 47,510 1,241,028
TennCare Enrollees 27.7% 24.9% 22.1% N/A 21.1% 19.7% 22.6% 18.8%
as a % of Total
Population
Median Age 42.9 41.1 42.1 N/A 39.6 40.8 41.0 38.0
Median Household $29,764 $33,568 $33,185 N/A $39,316 | $38,800 $35,950 $44,140
Income
Population % Below 26.00% 23.00% 20.20% N/A 18.60% | 19.20% 20.90% 17.30%
Poverty Level
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11. Section C, Need, Item 5

The information provided for Lakeway Hospital, the only ESWL provider in the service
area, is noted. However, as noted by the data regarding the high outmigration to Knox
County, please also include utilization for the Knox County providers that you identified
in Attachment C.1.a.3 for the most recent 3 year period. A suggested template is provided
in the table below.

ESWL Providers: Travel Distances/Times; and Total ESWL Procedures

Knox County ESWL Distance from 2011 2012 2013
Provider MHH* procedures | procedures procedures
Fort Sanders Regional 49.9 miles 182 145 165
(55-60 minutes)
North Knoxville 56.0 miles 201 280 351
(60-65 minutes)
Parkwest 59.8 miles 511 441 443
(63-68 minutes)
Physicians Regional 48.7 miles 103 99 72
(53-58 minutes)
Turkey Creek 62.6 miles 0 0 65
(67-72 minutes)
UT Medical Center 52.2 miles 539 525 499
(55-60 minutes)

*note: please show in miles & estimated driving time

12. Section C, Need, Item 6

The projected utilization with breakout by county of patient origin is noted. Given the
projected Medicare/TennCare payor mix on page 45, please expand to show all payor
sources that account for the applicant’s projected gross operating revenue in Year 1 of the
project.

Medicare 57 %
Managed Care 21 %
TennCare 15 %
Self Pay 7%

13. Section C, Economic Feasibility, Item 1 (Project Cost Chart)
The chart is noted. Given the acquisition of the ESWL equipment by lease arrangement,
the estimated cost should be noted in Section B, line 4 of the chart. Please submit a

replacement page with a revised Project Cost Chart.

See Supplemental Attachment: Question 13
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General - the HSDA is now using a more detailed chart showing a breakout of other
expenses. Please revise the charts & submit as replacement pages using the template
provided in Exhibit 2 at the end of this questionnaire.

Exhibit 2:

HISTORICAL DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES

S S R

Benefits

Management Fees

Maintenance

Energy , Water & Telephone
Professional Services & Insurance
Equipment Leases

Other Expense

Total Other Expenses

* HiTech/Meaningful use revenue of $1,009,000 included

Year 2011

6,122,737
2,450,000
2,612,335
1,629,794
7,653,297
1,000,078
1,015,515

$22,483,756

PROJECTED DATA CHART-OTHER EXPENSES

OTHER EXPENSES CATEGORIES

1
2
3
4.
5
6
7

Radiology, Lab and Anesthesia
PACU & OR
Equipment Lease

Total Other Expenses

See Supplemental Attachment:
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Year 2012

6,467,888
3,876,179
2,317,557
1,696,544
7,388,130

639,540
1,055,631

$23,441,469

Year 1 Year 2
$ 6,604 $ 9,906
57,200 85,800
70,200 105,300
$134,004 $201,006

Question 14

Year 2013

5,081,545
4,154,126
2,048,630
1,547,585
6,542,444
809,624
3,000,089*

523,184,043
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Historical Data Chart - the entry for charity and bad debt for the 2013 period is
$24,687,072. Review of the 2013 JAR revealed approximately $3.1 million in charity
and $12.1 million in bad debt for a combined total of $15.2 million. What accounts for
the difference of approximately $9.5 million between the chart and the schedule in the
JAR? Please clarify.

Instructions for the Hospital JAR specify that only actual charity and bad debt be
reported. However, the MHH Operating Statements used to complete the Historical
Data Chart for the original CON application include an estimated reserve on
uncollected revenue, a common financial accounting practice consistent with GAAP.

Projected Data Chart — Using the applicant’s staffing pattern and planned wages for
the proposed mobile service provided on page 49 (2 FTEs to support the project), it
appears that the estimated cost for base salaries is approximately $79,540 in Year 1
compared to the $8,164 noted for Line D.1 of the chart. If the higher amount applies, the
projected net income in the chart is overstated for both Year 1 and Year 2. Please clarify.

To clarify, the Staffing Pattern and Wage Comparison chart on page 49 of the
original CON applications shows that each of the employee types involved with the
proposed ESWL project will be “less than .05 FTE” (i.e. less than 5% of a Full-Time
Equivalent Employee, which is typically 2080 standard hours annually).

Line D.1 of the Projected Data Chart is correct on page 42 of the original CON
application:

Staff Salaries and Wages for Year 1 = § 8,164

Staff Salaries and Wages for Year 2= § 12,246
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135. Section C, Economic Feasibility, Items 6A and 6 B

Item 6A — the average gross charge is noted. Please also identify the charge or fee
schedule by procedure classification that the applicant intends to use for the proposed
service.

The Service Item Charge Code (procedure classification) is 650011005 for the
ESWL procedures to be performed at MHH. The related charge/fee schedule for
these procedures is $9,725. This charge is appropriate for all proposed procedures
to be performed at MHH if the project is approved.

Item 6B- the comparison to other provider gross charges and to Medicare allowable
charges is noted. Please also include a comparison to the HSDA 1%, median and 3™
quartile charges available on the HSDA website.

Provided immediately below is the HSDA 1* Quartile, Median, and 3" Quartile Charges
for ESWL services available on the HSDA website:

Equipment Type 1* Quartile Median 3" Quartile

Lithotripter $9,029.86 | $12,783.82 | $17,953.48
Source: HSDA Medical Equipment Registry, 09/05/2014

In comparison, the “average gross charge” per lithotripsy procedure when the new MHH
mobile service begins is estimated to be $14,988 — with average deduction from operating
revenue estimated at $11,160 and average “net charge” (or net revenue) estimated at
$3,828. These estimates for the proposed project are consistent with the current charges of
Covenant Health for its existing mobile lithotripsy services prior to the filing of this CON
application.

Currently, the Medicare allowable fees for lithotripsy procedures at community hospitals
like MHH are $ 2,483.55 - § 8,333.55:

e Inpatient - $2,483.55
e Outpatient - without complications $5,875.84
e Outpatient - with complications $8,222.55

Additionally, the proposed charges for the MHH project seem reasonable considering data
available about lithotripsy procedures at other approved ESWL sites in Tennessee.

HSDA Approved Lithotripsy Service Estimated Average Gross Charge
Lakeway Hospital (2013) $ 32,456
University Medical Center (2013) $ 31,585
Indian Path Medical Center (2013) $ 18,186
Physicians Regional Medical Center (2013) $17,842

Source: Tennessee HSDA Equipment Registry (August 2014)
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16. Section C, Economic Feasibility, Item 9

The projected Medicare and TennCare payor mix based on gross operating revenues for
the 1% year of operation is noted. Based on review of the payor mix of Lakeway Regional
noted from HSDA records in Attachment C.1.a.3, the applicant’s mix varies significantly
for Medicare and TennCare as reflected in the table below.

Payor 2011 2012 2013
Medicare 17% 17% 33%
TennCare 17% 23% 34%

Given the proximity to Lakeway, what accounts for the difference in the applicant’s
projected government payor mix?

Anticipated payer mix for the MHH ESWL project is consistent with the historical
payer mix experienced by MHH for hospital services — and is consistent with the
experience of other Covenant Health affiliates who provide ESWL services.

Apparent variation is likely due to the nature of small sample sizes since the limited
payer mix percentages for Lakeway in the chart above are for Lakeway’s ESWL
services only — which represents a relatively small number of cases considering that
only 6 procedures were performed in 2013; only 42 procedures were performed in
2012; and only 18 procedures were performed in 2011.
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Section C, Orderly Development, Item 3

As noted in question 13 pertaining to the Projected Data Chart, the table appears to
indicate the amount of time and estimated cost for 4 position classifications (2 full time
equivalents) that will be dedicated to the proposed mobile ESWL service. The estimated
base salary and wages for same is approximately $79,540 in Year 1 which differs from
the cost in the Projected Data Chart on page 42. Please clarify. If in error, please revise
the table for this response to correspond with the salary costs in the Projected Data Chart
for the proposed service.

To clarify, the Staffing Pattern and Wage Comparison chart on page 49 of the
original CON applications shows that each of the employee types involved with the
proposed ESWL project will be “less than .05 FTE” (i.e. less than 5% of a Full-Time
Equivalent Employee, which is typically 2080 standard hours annually).

Line D.1 of the Projected Data Chart is correct on page 42 of the original CON
application:

Staff Salaries and Wages for Year 1 = § 8,164
Staff Salaries and Wages for Year 2 = § 12,246

Section C, Orderly Development, Item 7.b.
Based on the information provided, was the applicant awarded both Joint Commission
ambulatory health care accreditation and Joint Commission hospital accreditation

effective November 3, 20117 Please clarify.

Yes. MHH has been awarded both The Joint Commission ambulatory health care
accreditation and The Joint Commission hospital accreditation.

The proposed ESWL service will be a hospital-based service accessible to the
inpatients, outpatients, and emergency department patients served by MHH.

Additional documentation regarding the most recent MHH ambulatory health care
accreditation by The Joint Commission is provided as a supplemental attachment.

See Supplemental Attachment: Question 18
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See Supplemental Attachment: Affidavit
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Richardson, Mike D 2:57 pm
From: Alecia L. Craighead <Alecia.L.Craighead@tn.gov>

Sent: Monday, October 20, 2014 5:04 PM

To: Richardson, Mike D

Subject: Medical Equipment Status

Mr. Richardson,

At this time, all medical equipment reports for Covenant Health facilities have been submitted and completed for the
2014 annual update.

Thank you.

Alecia L. Craighead

Statistical Analyst

Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

Office: 615.253.2782

Fax: 615.741.9884

alecia.l.craighead @tn.gov
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State of Tennessee
Health Services and Development Agency
Andrew Jackson Building, 9™ Floor
502 Deaderick Street
Nashville, TN 37243
www.tn.gov/ihsda Phone: 615-741-2364 Fax: 615-741-9884

ANNUAL PROGRESS REPORT
ANNUAL REVIEW FOLLOWING CERTIFICATION

Project Name: _Morristown-Hamblen Hospital PET/CT  Certificate of Need #: _ CN1009-040

Legal Owner: _ Covenant Health Approval Date; December 15,2010

Project Description: .
Background: HSDA approved the MHH application to replace and upgrade its PET/CT service to fixed PET/CT unit on December
15, 2010. Unforeseen project delays occurred due to the space initially designated for the equipment was not suitable to hold the
significant weight of the new equipment. As a result, an alternate site was chosen for PET/CT location and in November 2013,
HSDA granted a 6-month extension for our project. Finally, a second 6-month extension was requested by MHH and granted by
HSDA in May 2014,
Project Status: 1) Equipment was purchased from Siemens on October 4, 2013, The scheduled delivery date of the equipment is
October 29, 2014. Upon equipment arrival, Siemens engineering staff will be on site to begin the two-week installation process at
that time. 2) PET/CT space demolition is 100% complete. 3) PET/CT space construction renovation is currently at about 30%
completion. 4) Staff has been hired for the PET/CT setvice line. 5) Staff Training is scheduled and will coincide withthe
equipment installation beginning on October 29, 2014,
****PLLEASE SUBMIT EVIDENCE TO SUPPORT EACH ANSWER****
In a brief narrative, please describe the current stage of completion for the project (use another sheet of paper

if necessary). Please note that this report will not be considered complete without this information.
A. CONSTRUCTION PROJECTS

1. Anticipated date of project completion. October 27, 2014

Provide written confirmation from the contractor documenting the stage of construction at the current time.

If proposed construction costs have increased over ten (10%) percent please provide information as an

attachment to this form. Please note that such an overrun could require additional action before the
Agency.

B. NON-CONSTRUCTION PROJECTS

1. Anticipated date of service implementation, acquisition or operation of the facility or equipment as certified.
November 10. 2014

2. Provide written confirmation from the institutional representative verifying the occupancy/openirg date for
the service, equipment, or facility.

/Zé £ P s nlzal19

Signature of Authorized@Agent or Chief Operating Officer Date

HSDA 0054 (Revised 1/07 — All forms prior to this date are obsolete}
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Dixon, Brandon 2:57 pm,
From: Dixon, Brandon

Sent: Wednesday, May 21, 2014 5:00 PM

To: '‘Mark.Ausbrooks@tn.gov'

Cc: Richardson, Mike D

Subject: FW: Roane Medical Center CN1101-001A

Attachments: Final Progress Report.pdf; Annual Progress Report 5-31-13.pdf

Mr. Ausbrooks,
Attached you will find the requested Final Project Report for Covenant Health's Roane Medical Center project,
The original copy was mailed today and you can probably expect it by Monday 5/26.

For reference, | have also included the Annual Progress Report that was previously requested and sent in on 5-31-13.

Let me know if you have any questions. Thank you,

BRANDON DIXON

Covenant: Health Froperties
(B65) 531-5279 - Office

From: Richardson, Mike D

Sent: Wednesday, May 21, 2014 4:51 PM

To: Dixon, Brandon

Subject: FW: Roane Medical Center CN1101-001A

Contact information for Mark Ausbrooks at HSDA office

From: Mark Ausbrooks [mailto:Mark.Ausbrooks@tn.gov]
Sent: Tuesday, May 06, 2014 11:17 AM

To: Richardson, Mike D

Subject: Roane Medical Center CN1101-001A

This project’s Annual Progress Report is due on May 31, 2014. Please complete the attached form and

submit to my attention by the due date.
Pursuant to Public Acts 2002, Chapter No. 780, § 16-11-1609(d): The Health Services and Development Agency
Rules require that an Annual Progress Report be submitted each year until the completion/implementation of the
project at which time the Final Project Report is due within 90 days of completion/implementation.

Your attention to this request is appreciated.

Mark Ausbrooks

Administrative Assistant

Health Services & Development Agency
(615)-253-1455 (direct line)

(615) 741-2364 (front office)

(615) 741-9884 (fax)



State of Tennessee

Andrew Jackson Building, 8" Floor
502 Deaderick Street
Nashville, TN 37243

www.th.govihsda  Phone: 615-741-2364

SUPPLEMENTAL #1

October 24, 2014

2:57 pm
Health Services and Development Agency

Fax: 615-741-9884

Please TYPE or PRINT legibly.

FINAL PROJECT REPORT

Project Name: _ ROANE MEDICAL CENTER

Owner:

Description:

COVENANT HEALTH

REPLACEMENT HOSPITAL FOR ROANE COUNTY, TENNESSEE.

Contact;_GAYE JOLLY, CAQ

Certificate of Need No, _CN1101-001A

Total Bed Complement Before Addition
Total Bed Complement

What was the Final Completion Date (opened for public use)?

105

54

February 15, 2013

Was the project completed as certified? XIYES (Ino
(if nol, describe any changes, deletions, and/or additions on additional sheets.)
' - Original - Final

COST FACTORS

A, Construction and equipment acquired by purchase:

1,
2,

I I

Architectural and Engineering Fees

%gg;\l, Administrative (Excluding CON Filing Fee), Consuttant
Acquisition of Site

Prepatation of Site

Construction Costs

Conlingency Fund

Fixed Equipment (Not included in Construction Contract)
Moveable Equipment (List all equipment over $50,000)

Other (Specify) IT. SIGNAGE, GRAPHICS, PERMITS, TESTING, CONSULT FEES, ETC.

Subtotal

B. Acquisition by gift, donation, or lease:

L.

2
3.
4,
5

Facility {inclusive of building and land}
Building only

Land only
Equipment (Specify)
Other (Specify)

Subtotal

C.  TFinancing Costs and Fees:

1.

2.
3
4,

Interim Financing

, Underwriting Costs

Reserve for One Year’s Debt Service
Other (Specify)

_Subtoml

Cost Projection

- Project Cost

3,160,645 2,964,540
85,000 131,453
2,208,920 4,316,330
7.500.,000 5,654,839
36,425,000 35,710,086
3,402,301 0
5,575,000 8,935,167
4,377,108 1,404,740
9,221,026 8,225,945
71,955,000 67,343,100
0o 0

0 0

0 0

0 0

. 0 0

0 0

0 0

0 0

o 0

o Q. 0

0 0
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D. Estimated Project Cost (A+B+C) 71,855,000 167,343,100
E. CON Filing Fee o 45,000 45,000
F. Total Estimated Project Cost (D&E) 72.000.000 67.388.100
FINAL COSTH § 67,343,100 FINAL FILING FEE* § 45,000

If the final project cost is an overrun of the estimaied project cost, describe in detail all increases in final costs from
those originally projected.

The Final Filing Fee to be assessed on any cost ovetrun is to be computed at the rate current at the time the
project was cerlified. Below Is the outline of the rates from January 1994 through the present.

CRIOD ZEFER I SRR IR P
January 30, 1994 $2.,25/$1,000 §$3,000--$45,000 $2.25/%1,000
through Present Total filing fee (inilial plus final) not
{o exceed 345,000,

| hereby certify that this information is true to the best of my knowledge, information, and belief, and that
supplemental written notification will be filed with the Tennessee Health Services and Development
Agency in the event of any change in the information given In this report.

2y¢ ( Jodly — Se1/js

""""""ﬁefééﬁeroﬂﬁ Officer 4 Date

HF-0055

Revisad 1/05 - All forms prior to this date are obsolete,




Roane

SUPPLEMENTAL #1
October 24, 2014

2:57 Py Roane Medical Center Drive
Harriman, TN 37748

{865) 316-1000

www.roanemedical.com

Medical Cerlter o

May 31, 2013

Melissa Bobbitt, ASA 3

Health Services & Development Agency
Frost Building, 3 Floor

161 Rosa L. Parks Blvd.

Nashville, TN 37243

Dear Ms. Bobbitt,

Please find attached the Annual Progress Report for the Roane Medical Center replacement
hospital. Also attached is a schedule confirmation letter from Rentenbach Constructors as well

as a project photograph.

We did move into and occupy our facility on February 17, 2013, as scheduled.

| can be reached at (865) 316-2001 should you need additional information.

Sinceyely,
/% ¢ <, %gz{g/./"
Gaye G. Jollys

President/Chief Administrative Officer

CC: Danny Edsell
Mike Richardson
Brandon Dixon

A Mainibe of

Covenant

FHEALTT
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STATE OF TENNESSEE

HEALTH SERVICES AND DEVELOPMENT AGENCY
Frost Building, 3" Floor
161 Rosa L. Parks Blvd.
Nashville, TN 37243
615/741-2364

ANNUAL PROGRESS REPORT
ANNUAL REVIEW FOLLOWING CERTIFICATION

Project Name: Roane Medical Center Certificate of Need #: CN1101-001A
Legal Owner: Covenant Health Approval Date: 4-27-2011
Expiration Date: 4-27-2015

Project Description:

The Attachment A

xx¢p| EASE SUBMIT EVIDENCE TO SUPPORT EACH ANSWER*"**
In a brief narrative, please describe the current stage of completion for the project (use another sheet of paper
if necessary). Please note that this report will not be considered complete without this information.

A. CONSTRUCTION PROJECTS

1. Anticipated date of project completion. 12-31-2012
2 Provide written confirmation from the contractor documenting the stage of construction at the current time.

3. If proposed construction costs have increased over ten (10%) percent please provide information as an
attachment to this form. Please note that such an overrun could require additional action before the
Agency. — N/A

B. NON-CONSTRUCTION PROJECTS

1,  Anticipated date of service implementation, acquisition or operation of the facility or equipment as certified.
2-17-2013

2 Provide written confirmation from the institutional representative verifying the occupancy/opening date for
the service, equipment, or facility.

N1/ (ol — 5/31/e

Signature of Afithgifzed Adent or Chief Operating Officer Date

HSDA-0054 (Revised 11/18/2010 — All forms prior to this date are obsolete)
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May 8, 2013

Mr. Danny Edsell

Vice President

Covenant Health Properties

280 Fort Sanders West Blvd Ste 214

Knoxville, TN 37922-3363

RE: RCI Project No. 11009 — Roane Medical Center, CN1101-001A
Dear Mr, Edsell,

This letter is to confirm the above referenced project is complete. The State Department of
Health Final Life Safety Inspection and Licensing Survey has been performed on December 4th —
7th, 2012,

If you have any questions, don't hesitate to contact this office.

Very truly yours,

RENTENBACH CONSTRUCTORS INC.

—
-—

Fletcher Hollan/d
Project Manager

Ecc:  Ms. Gaye Jolly

2400 Sutherland Ave. (37919-2354), P.O. Box 11087, Knoxville, Tennessee 37939-1087 (B65) 546-2440 FAX (865) 546-3414

KNOXVILLE . QREENSBORO . DALLAS/FT. WORTH . CHATTANOOGA
www.rentenbach.com
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Tennessee Department of Health: Health Care Facilities

Page | of |
SUPPLEMENTAL #1
October 24, 2014
Health Care Facilities 2:57 pm

Licensed Facilities

For more information, please contact:
Health Care Facilities: (615)741-7221 or 1-888-310-4650

Current Listings:
Type = Hospital County = HAMBLEN

Click here to return to the search page

Total Facilties:2 Total Beds:302

Facility License
Administrator; BRYAN CLYDE  Number: 00000072

1. WOOD Status: Licensed

LAKEWAY REGIONAL Owner Information: Number of Beds: 0135

HOSPITAL HOSPITAL OF MORRISTOWN, Date of Last

726 MCFARLAND STREET INC. Survey: 10/11/2007

MORRISTOWN, TN 37814 726 MCFARLAND ST. Accreditation

Attn: BRYAN CLYDE WOOD MORRISTOWN, TN 37814 Expires: 01/23/2017

(423) 522-6004 (423) 522-6004 Date of Original

Licensure: 07/01/1992
Date of Expiration: 06/18/2015

Facility License
2 Administrator: GORDON E. Number.: 00000073
y LINTZ Status: Licensed
ggﬁ%ﬁ%ﬁgg&%ﬁ%&&EN Owner Information: Number of Beds: 0167
908 WEST FOURTH NORTH MORRISTOWN-HAMBLEN Date of Last
STREET HOSPITAL ASSOC. Survey: 01/07/2009

908 W. FOURTH NORTH ST.  Accreditation
MORRISTOWN , TN 37816-1178 MORRISTOWN, TN 37814

Attn: GORDON E. LINTZ
(423) 492-9000

Expires: 11/04/2014

(423) 586-4231 Date of Original

Licensure: 07/01/1992

Date of Expiration: 04/24/2015

http://health.state.tn.us/HCF/Facilities_Listings/CurrentResults.asp 10/22/2014



SUPPLEMENTAL #1

October 24, 2014

2:57 pm

0€Sl vad

l

@
laqunN abed

sue|d ale) yjjesH
Aanng BuisinN

[ejeuniad
HEIS |edIpay

[auuosiad

Juswpedaq Aousbiawg
Aouspuada |esiway) ‘oujeryohsd
uonezinn

sjauIsseg pue spag

ejeq |eloueul

S9OINIBS

sjenosddy pue suolelpalddy
uoneoslyIsse|D

uonedyiuap|

uondussaq

€Loc

STIVLIdSOH 40 1¥0d3d TVANNY LNIOr

8891-£62 (G19) :xed - ¥G6L-1v.L (519) :duoydaja)

€YZ.E N1 ‘@liiayseN

Aemyied uosyaqoy sawer gLz
JOMO | UosSuyor malpuy ‘100|4 pug

sonsne)s yjeaH

(€1/90 "A9Y) 8560-Hd

<O00WULOT =S¥ _iSZ

anpayos

HLTV3H 40 LNJIN14Vd3d 33SSINN3L




SUPPLEMENTAL #1

October 24, 2014

2:57 pm

051 vay ARH-gvr buneidwo) o) suononinsu| o} 19JaY . (£1/90 'nod) 8560-Hd
z
® ® @® E S
® O ® & 12
® @ ® & €
O ® ® ] 4
@ ® ® L

J1vVd3dO ANV NMO J1vH3dO NAMO 31N13LVS Al 31vls TVYL1IdSOH 40 JNVYN

‘Buimolio} ay) syejdwod ssesd ‘sak )
ON® s3pn O ¢lendsoy JnoA jo say|eies se pasuaol| sieydsoy Jayjo aaey Jo sjelado Jo umo jeudsoy JnoA seoq -

AuQ asn a0 GIE

aleq aleqg
eLuerieret Buipug CTOCNUnU.  Buuubeg

:Aloe) siy) Joj pasn pouad Buipodsy -
AuQ esn oo 79T

squinN  8po) ealy
TYCEvZES98) SA0QE UBY)} JusIayIp JI Jogquiny suoyds|a)
UOSIAATIES)  uonajdwod wioy Buneuiplood (s)uosiad jo swepN -

J90LQO BANDaXT eIy Jo ainjeubig
aWeN 1se aweN 1sli4
ZJury UOPITT™ 19010 SARNDSXT J8IYD) JO SWeN °

JaquinN  8po) ealy
0006-¢67 (€CP) Jequin suoyds(a] -

— VIBIE diz 99ssauus] 9ElS UMOISEHIOIT  Ayo Aipoe4
1SS GHON GIP ISSAVA 806 19011S 4O SSalppy -
US|quer" Auno)
ON® s3A O  ¢pousd Bupodas syy Buunp sbueys sweu Ajoey 1noA piq
TUIBSYSUCY 4 g xel WSISAS SIeSyl[esH Us{queH = UMOTSIIoN™ [endsoH jo swep -
[elopad

+«NOILVOIJILN3IAI - V ITNGIHOS

€loc

STVLIdSOH 4O 1Hd0d3d TVNNNY LNIOP
HL1V3H 40 INJWLHEV43Ad 33SSINNIL

Vet Qi oers



SUPPLEMENTAL #1

October 24, 2014

2:57 pm

0£SL Vay ATH-dvr Bunsjdwo) 1o suoponsul o} 1oy (€1/90 "AoY) 86560-Hd
zZ

[ejoj |

- I_Mej
Aed ajeald
a1edIpaN
ssoi9 anig

[BI0JaWWO0D
SAVA IN3JILVd | SNOISSINGY FHVYO A3aATIIAS

OODO|OO
O|O|0|0|0|O

0 eyl
0 0 B8RO
0 0 Aed 81eAld
SAVA IN3ILVd | SNOISSHINGY VYO I1VIAIWHILNI
(¢, seu0Ba1E0 BuMo||0} 8y} Ul apiacid noA pip sAep Austl moy pue suolssiwpe Augil moH)

o

‘FYVYO ALVIAGIWHILINI O AITTIMS WH3L ONOT JO4 A3SN NIHM SA3d JO04 ONIMOTIOL IHL AdIO3dS 3SVI1d '8
0 ‘'spog Bumg se pajeubisap spag aie) oy jolequnu ‘sahkyf ON ® SIA O £Spaq Buims az)|n Ay|10ey 1NoA seoq Y

‘Sd39 ONIMS €

°reg ‘9jeqg cloc/ieorcL  ®ea €10c/0T/v0  ®ed
0 (- 1o +) ebueyo peg 0 (- 40 +) obueyd pag (¥4 (- 10 +) ebueyo pag [ (- Jo +) ebBueyd pag

"aBueyo Jo a)ep pue (- Aq osea109p pue + AQ 9SESIOUI MOUS) UMBIPUNIM JO pappe spaq aAIb 'sak §|
ONO SaA® ¢ pouad ayy Buunp payels pue dn }as spaq Jo 1agunu |ejo} 8y} ul abueyd usuewlad e jo Aesodws) e 818y} SEAA

{(sHun a1e0 |eyeucau apnjoul ‘Aussinu ulogmau apnjoxs) SA39 TYLYNOIN ANV “OI¥L1VYIA3d ‘1INAVY A344V1S T

9 ‘pouad Buipodal ay) Bulinp swil Aue 1e paye)s Jou a1am Jey) spag pssusar] 'q

Zl Old3d ONILHOd3Y IHL 40 AVA LSV IHL 40 SY SLINISSVE AYISHUNN NYOdMAN O

661 ‘poued Buiodal ayy Jo Aep 1Se| 8y} JO SB 8SN Ul pue payels ‘dn 1as spaq payels oujelped pue jnpe Jo Jequinu ay] ‘g
/01 (speg awoy Buisinu se pasuaol] 8le Jeyl Jiun S}nde-gns e Ul spaq epnjoxs)

A0IY3d ONILHOd3Y FHL 4O AVA 1SY1 IHL 40 SV SA39 J14LVId3d ANV L1NAY A3ISNIAJIN VIOL 'V

‘40 ¥3GNNN 3FHL 3AID 3Sva1d 'L
TreeE a1 ses «SL3INISSVE ANV SAd3d - 4 31NA3IHOS



SUPPLEMENTAL #1

October 24, 2014

2:57 pm

0eS1 vay AL H-dvr Buieidwo) Joj suoponisu| 0} J9e . (€1/90 "A9Y) 8560-Hd
€C
0 speq o Jaquinu ‘sak y|
ON® sar O £UONBAISSGO INoY-cZ pue Asabins Aep-ales yjoq Jo} pasn ale jey) jun Aabins-Aep-swes, e ul spag aaey nok oq "D
0 spaq Jo Jogquinu ‘sak j| ON ® sar O ZHUn UoNeAI2Sqo INoY-£Z pajesipap o) paubisse spag aaey nok oq g
651 spaq jo Jogqunu ‘sak | oN O SIA @ £ UONBAI9SQO INOY-EZ 10} Spaq paye)s Juanedul asn nok oq v

S339 NOILVAY3Sa0 G

28 ‘sjuened syeipawiaiul Jo pajiis uud) buoj
“(suondnJISu| 99S) SUIOGMaU [eulou apnoxd “Aep [eoidAl e uo jepdsoy ul sjusned Jo JsquinN ‘g

IVLOL
paubisseun
Ajoads “1BYl0
(2180 9)eIpaunR)ui Jo pa|Ris uua) Buol J1op) spag Bums

sjuaned oujeuas) Joj Ajjeayads Aouspuade jesiwsyd

g1 obe Jopun yinoA pue uap|iy) Joj Ajjleoyioads Aouspuadaq feoaiway)
Aouspuadaq |eonuay)d

l sjusied ouewds) Joy Ajesyioads oujeiyoAsd

g obe Japun yIno A pue uaippy) Joj Ajleoyioads ouelydAsd
1 oujeiyoAsd
Areuowndg
2187 papusX3/oIuoIyD
uonej|iqeysy
ABojoin
0¢ a1padoyuQ
0z (jeyeuosp Buipnjoxa) aied aAIsusju|
0 a1e) [EJRUOSN
0 9k
4" oujelpad
[4% NAD/A0
0 |ea160j000uhs)
A SoUI8Isq0
95 |es16ing/[edipay
0 [eoibing
D 1edIpaN

Sa3g ADINA3S

Aep |e01dA1 e UO payels pue dn 19S spag Jo JeqUINN Y p

[o2]
w0
—

olojlojo|v|joN|o oo |o|o|c

cvece  alee s -(penuiuod) S13ANISSYE ANV SA39 - 4 ITINATHOS



SUPPLEMENTAL #1

October 24, 2014
2:57 pm

Question 8



SUPPLEMENTAL #1

October 24, 2014
2:57 pm
Supplemental Attachment: Question 8

State Health Plan Principles

1.  The purpose of the State Health Plan is to improve the health of Tennesseans.

a. How will this proposal protect, promote, and improve the health of
Tennesseans over time?

The project proposes use of an existing vendor-owned mobile lithotripsy system operating within
the region that has significant open capacity available to support this needed project. The proposed
project will help MHH and its growing medical staff better serve many patients who present with
the painful diagnosis of kidney stones.

The project represents an efficient, orderly, and effective way to relieve significant time and travel
burdens for a significant and growing number of patients who seek care, and relief from acute pain,
related to kidney stones. The proposed project provides an important clinical tool needed by the
hospital’s growing medical staff and improves local access for community physicians and their
patients. The project will improve the health of Tennesseans over time through high quality care,
patient satisfaction, and the alleviation of acute pain and suffering.

b.  What health outcomes will be impacted and how will the applicant measure
improvement in health outcomes?

ESWL procedures provide a safe, effective, and less-invasive clinical alternative to surgical
procedures for many patients with kidney stones — resulting in high levels of patient care, quality,
and satisfaction, that are measured and publicly reported by MHH and other hospitals.

ESWL procedures typically yield very positive clinical outcomes. The proposed project will
improve access to lithotripsy services for patients and physicians within the project service area,
reduce unnecessary patient burdens (i.e. time, suffering, and travel expense) related to lithotripsy
case outmigration, and help MHH better coordinate needed patient care services locally in an
optimal and orderly manner. The project will improve lithotripsy accessibility, use, and benefit
within the region by initiating lithotripsy services at the well-known MHH campus. Like other
clinical services at MHH, the ESWL services will be subject to the ongoing quality and service
performance and training programs developed for physicians, leaders, and staff of the MHH
Surgery Department and Emergency Department.

c. How does the applicant intend to act upon available data to measure its
contribution to improving health outcomes?

The proposed MHH lithotripsy service will be operated as part of the hospital’s surgical
department — and will be linked closely to operations of both physician practices in the service area
and the hospital’s emergency department. The ESWL service will be integrally linked to all
hospital inpatient and outpatient quality, safety, service, and efficiency performance metrics — so
will be monitored and managed for performance improvement over time to improve patient care
and community health outcomes.
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MHH will continue to support the State of Tennessee’s goals and principles for “achieving
better health” through ongoing accountability, public data reporting, peer review, outcomes
monitoring, and other patient care quality assurances so that it’s patients will “have confidence
that the quality of health care is continually monitored and standards are adhered to...” in a
manner consistent to the State Health Plan.

2. Every citizen should have reasonable access to health care.

a. How will this proposal improve access to health care? You may want to
consider geographic, insurance, use of technology, and disparity issues
(including income disparity), among others.

The primary goal of the proposed project is to improve access to ESWL services for both patients
and physicians in the project service area by initiating the mobile service at MHH in an orderly and
efficient manner. Consistent with the community-oriented mission of MHH, the hospital seeks to
strengthen its historical commitment and recognized value as a leading provider of high quality
patient care for the people who reside within region. The proposed project promotes this
important planning goal by assuring continued and improved access to this needed clinical
technology for all patients in the region. The proposed ESWL service will allow MHH to reduce
patient burdens while improving operational efficiencies, patient and physician satisfaction, and
overall continuum of care coordination.

The proposed mobile lithotripsy project will enhance convenience, access, and technology for
patients living and working within the project service area that is marked by a growing and aging
population — and relatively high levels of TennCare enrollment and poverty. According to the
Tennessee Department of Health Website, each county of the proposed MHH ESWL project service
area is considered a “Medically Underserved Areas” (MUA) — and therefore may warrant special
consideration considering the significant outmigration to other areas of the state for this service.

The initiation of mobile lithotripsy services at MHH reflects an economically feasible approach to
expanding access to needed services for the community. The lithotripsy services of MHH will be
open and accessible to all patients and any referring physician in the region. Like all MHH
services, this project will be accessible to all patients in the region since MHH is a contracted
provider with all area TennCare MCOs and has a long history of serving patients regardless of
race, ethnicity, gender, age, or income level. The project addresses evolving community needs and
the expressed opinions of providers who serve patients from the region.

b.  How will this proposal improve information provided to patients and referring
physicians?

Approval of the proposed ESWL service will enhance the array of clinical tools available for the
MHH Medical Staff on the hospital campus — and will allow a significant number of MHH kidney
stone patients to have the procedure performed sooner and closer to home. This project seeks to
utilize an existing medical resource in the service area in a manner that is orderly, efficient, and
collaborative — and that enhances patient access, choice, and convenience. Such improved access
will provide a platform for ongoing patient and community education regarding care options — and
will allow MHH to educate its referring physicians about improved access to the service at MHH
through focused sharing of information.
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Clinical information for most procedures performed at MHH is electronically transmitted to the
East Tennessee Health Information Network (etHIN). etHIN is a regional health information
network that provides electronic access to patient information by authorized participating health
care providers. This health care information network that is used by authorized providers in
Anderson, Blount, Campbell, Claiborne, Cocke, Cumberland, Grainger, Greene, Hamblen,
Jefferson, Knox, Loudon, McMinn, Monroe, Morgan, Roane, Scott, Sevier, and Union to improve
patient outcomes and helps to potentially lower the cost of care.

c. How does the applicant work to improve health literacy among its patient
population, including communications between patients and providers?

MHH has a strong history of promoting health awareness and education across its service area.
For many years, MHH has engaged men, women, and children in the region with key health issues
and wellness promotion.

MHH has also been an active advocate for both health literacy and literacy in general within the
region. For example, MHH was the first hospital in the Tennessee to partner with the Imagination
Library to promote literacy within the community, starting with its youngest patients. Today, every
baby born at MHH will receive its first book from MHH (paid for by MHH) — and then the child is
enrolled in the Imagination Library Program that will provide one book a month to the child
throughout their childhood. Today, five other Tennessee hospitals have joined this partnership as
well,

3. The State’s health care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies, and
the continued development of the State’s health care system.

a.  How will this proposal lower the cost of health care?

This CON application seeks approval to initiate lithotripsy services and operate a vendor-owned
mobile lithotripsy device that currently exists in the service area. The proposed equipment for the
project is a clinically appropriate and proven lithotripsy unit that has open capacity available to
meet the needs of MHH, its medical staff, and its patients for the foreseeable future., Moreover, the
proposed arrangement to make mobile lithotripsy equipment available at MHH allows provider
flexibility, and represents a unique opportunity for orderly and efficient collaboration within the
service area.

Many patients are currently driving over one hour each way to receive lithotripsy services outside
the service area. Increasing access to lithotripsy services in the region is the most practical, cost-
effective, efficient, and orderly way to introduce a new lithotripsy service on site at MMH. The
project seeks to utilize (i.e. share) medical equipment that already exists within the service area in a
manner supported by the existing vendor, that will not be opposed by the only existing provider of
mobile lithotripsy services within Hamblen County, and that requires no capital outlay by MHH,
it’s parent company, or it’s medical staff. Additionally, ESWL services can provide a cost-effective
and safe alternative to other care options.

b.  How will this proposal encourage economic efficiencies?
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This project represents a unique opportunity for competing hospitals to share an existing medical
resource that is operational and underutilized in the service area to meet community needs. As
outlined elsewhere in the original CON application and supplemental materials, the commitments
and flexibility of a trusted ESWL vendor have created a platform that will allow a working
arrangement that will encourages economic efficiencies for both hospitals. The proposed ESWL
equipment-sharing arrangement should support the patient care operations and medical staff needs
of both hospitals for the foreseeable future.

c. What information will be made available to the community that will
encourage a competitive market for health care services?

Information about the MHH ESWL service will be communicated to physicians and residents in
the service area as appropriate so key stakeholders will be aware of the improved access to an
important clinical resource in the region. The proposed project will serve any and all patients
needing lithotripsy procedures within the region. Moreover, the project will provide another choice
for patients who need high quality, efficient, and convenience access to ESWL procedures. The
project will especially benefit patients in the service area who otherwise might have to travel to
another provider outside the region for care.

4.  Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers.

a. How will this proposal help health care providers adhere to professional
standards?

MHH will continue to support the State of Tennessee’s goals and principles for “achieving
better health” through ongoing accountability, public data reporting, peer review, outcomes
monitoring, and other patient care quality assurances so that it’s patients will “have confidence
that the quality of health care is continually monitored and standards are adhered to...” in a
manner consistent to the State Health Plan.

The MHH ESWL service will be offered in a physical environment that conforms to applicable
federal standards, manufacturer’s specifications, and licensing agencies’ requirements. The service
will be provided under the clinical oversight of a board certified urologist. Moreover, qualified
employees of the MHH Surgery Department will manage routine ESWL procedures and any
emergency procedures or related issues in conformity with accepted medical practice and
standards of care. If the CON project is approved, MHH will develop and implement appropriate
Policies and Procedures for ESWL services.

All ESWL procedures will be performed in accordance with appropriate clinical protocols and
initiated under the direction of appropriately certified or licensed medical personnel. MHH and
physician leadership will establish and/or follow appropriate ESWL guidelines in conjunction with
the established lithotripsy operations of other Covenant Health affiliates.

Board certified urologists and/or other appropriately licensed physicians with appropriate training
and certifications will provide overall patient care supervision to ensure that applicable clinical
performance standards are met for all ESWL procedures.
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As outlined elsewhere within this CON application, MHH meets the licensing and accreditation
requirements of the State of Tennessee, The Joint Commission, CMS, and others.

b. How will this proposal encourage continued improvement in the quality of
care provided by the health care workforce?

All ESWL procedures will be performed in accordance with appropriate clinical protocols and
initiated under the direction of appropriately certified or licensed medical personnel. MHH will
establish and/or follow appropriate ESWL guidelines in conjunction with the established lithotripsy
operations of other Covenant Health affiliates.

Board certified urologists and/or other appropriately licensed physicians with appropriate training
and certifications will provide overall patient care supervision to ensure that applicable clinical
performance standards are met for all ESWL procedures. Additionally, the ESWL equipment
vendor will provide ongoing training for all clinical and support staff involved with the project.

Like other clinical services at MHH, the ESWL services will be subject to the ongoing quality and
service performance and training programs developed for physicians, leaders, and staff of the
MHH Surgery Department and Emergency Department.

5.  The state should support the development, recruitment, and retention of a sufficient
and quality health care workforce.*

a. How will this proposal provide employment opportunities for the health care
workforce?

MHH and Covenant Health have a proven track record of finding, hiring, and developing excellent
clinical staff across service lines in conjunction with affiliated physicians. This project will provide
another opportunity to develop existing employees — and to create work opportunities for future
employees.

Covenant Health affiliated entities, including MHH, have a strong history of training many
students in clinical areas that enhance community healthcare within East Tennessee. It is likely
that the proposed project will benefit from and enhance ongoing training efforts and relationships
with training programs in the region. In practical ways, the current and future healthcare
workforce in the region will benefit from the project.

b.  How will this proposal complement the existing Service Area workforce?

The project will complement the existing service area workforce by providing a platform for
further training and development of clinical and support staff — as well as by providing enhanced
opportunities for employees to learn new skills while working with medical specialists as they serve
patients. Additionally, the ESWL equipment vendor will provide ongoing training for MHH
employees involved with the project.
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REPLACEMENT PAGE 38

ol R 12 P

2.
3:
4

© © N o g kA~ W

PROJECT COSTS CHART

Construction and equipment acquired by purchase:
1.

Architectural and Engineering Fees

Legal, Administrative (Excluding CON Filing Fee),

Consultant Fees

Acquisition of Site

Preparation of Site

Construction Costs

Contingency Fund

Fixed Equipment (Not inciuded in Construction Contract)
Moveable Equipment (List all equipment over $50,000)
Other (Specify)

Acquisition by gift, donation, or lease:
1.

Facility (inclusive of building and land)

Building only

Land only

Equipment (Mobile Lithotripsy Equipment Lease*)
Other (Specify)

Financing Costs and Fees:
1.

Interim Financing

Underwriting Costs

Reserve for One Year's Debt Service
Other (Specify)

Estimated Project Cost

(A+B+C)

CON Filing Fee
Total Estimated Project Cost
(D+E) TOTAL

REPLACEMENT PAGE 38

SUPPLEMENTAL #1

October 24, 2014
2:57 pm

Pz

5,000

315,900
0

o O O ©

325,900

3,000

328,900
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HISTORICAL DATA CHART

SUPPLEMENTAL #1

Give information for the last three (3) years for which complete data are agsiitip &y $a.faH0pr

agency. The fiscal year begins in January.

A. Utilization Data (Adjusted Admissions)

B. Revenue from Services to Patients
1 Inpatient Services
2  Outpatient Services
3  Emergency Services

4 Other Operating Revenue (Specify):

Cafeteria, Gift Shop, etc.
Gross Operating Revenue

C. Deductions from Revenue

1 Contractual Adjustments
2 Provision for Charity Care
3 Provisions for Bad Debt
Total Deductions
NET OPERATING REVENUE

D. Operating Expenses

1 Salaries and Wages

Physician's Salaries and Wages
Supplies

Taxes

Depreciation

Rent

Interest, other than Capital
Other Expenses (Specify):
Benefits

Management Fees
Maintenance

Energy, Water & Telephones.
Professional Services & Insurance
Equipment Leases

Other Expense

Total Other Expenses

0 ~NO b WN

NGO~

Total Operating Expenses
Other Revenue (Expenses) — Net (Specify):

" Contributions, Grants, Interest Income, etc.
NET OPERATING INCOME (LOSS)
F. Capital Expenditures

Retirement of Principal
Interest
Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

*Replacement page #41

Year 2011

15,164

129,246,391
144,821,406
17,366,623

2,275,139

293,709,559

179,403,258
14,161,394
15,688,309

209,252,961
84,456,598

34,202,053
2,113,712
22,468,530
148,782
5,449,733
231,234
82,913

6,122,737
2,450,000
2,612,335
1,629,794
7,653,297
1,000,078
1,015,515
22,483,756

87,180,713

(253,313)
(2,977,428)

(2,977,428)

2:57 pm
Year 2012

15,189

127,869,431
161,046,096
17,685,638

2,340,721

308,941,886

193,915,995
12,707,142
18,531,240

225,154,377
83,787,509

30,774,732
2,796,141
21,556,295
201,093
6,163,969
404,662
71,787

6,467,888
3,876,179
2,317,557
1,696,544
7,388,130
639,540
1,055,631
23,441,469

85,410,148
2,560

(1,620,079)

6,205
6,205

(1,626,284)

Year 2013

14,657

137,313,106
151,182,054
17,302,302

2,795,001

308,592,462

198,813,844
12,564,453
12,122,619

223,500,916
85,091,546

29,043,945
172,764
21,941,369
116,243
6,912,324
74,226
67,330

5,081,545
4,154,126
2,048,630
1,547,585
6,542,444
809,624
3,000,089
23,184,043

81,512,244
(11,130)

3,568,172

6,205
6,205

3,561,967



PROJECTED DATA CHART
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Give information for the two (2) years following the completion of this proposal. The fiscal

year begins in January.

A. Utilization Data (Lithotripsy Procedures)

B. Rewenue from Senices to Patients
1  Inpatient Senices
2 Outpatient Senices
3 Emergency Senices
4

Other Operating Revenue (Specify)

Gross Operating Revenue

C. Deductions from Gross Operating Revenue

1 Contractual Adjustments

2 Provision for Charity Care

3 Provisions for Bad Debt

Total Deductions
NET OPERATING REVENUE
D. Operating Expenses
Salaries and Wages
Physician Salaries and Wages
Supplies
Taxes
Depreciation
Rent
Interest, other than capital
Other Expenses
1 Radiogy, Lab and Anesthesia
2 PACU & OR
3 Equipment Lease
Total Other Expenses
Total Operating Expenses

E. Other Revenue (Expenses) -- Net (Specify)
NET OPERATING INCOME (LOSS)
F. Capital Expenditures

1 Retirement of Principal

2 Interest

w0 ~N O O~ WN =

Total Capital Expenses

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

*Replacement page #42

Year 1 Year 2
52 78
36,631 54,947
742,761 1,114,142
779,393 1,169,089
518,296 777,444
34,293 51,440
27,731 41,596
580,320 870,480
199,072 298,609
8,164 12,246
6,500 9,750
6,604 9,906
57,200 85,800
70,200 105,300
134,004 201,006
148,668 223,002
50,404 75,607
50,404 75,607
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Morristown-Hamblen

Hospital Association
Motristown, TN

has been Accredited by

Which has surveyed this otganization and found it to meet the requirements for the

Ambulatory Health Care Accreditation Progtam

November 3, 2011

Accreditation is customatily valid fof up to 36 months. ;

ﬂw&/f/ -Z/W Organization ID #: 7851. W %QL

David A, Whiston, DD.S. Print/Reprint Date: 05/14/12 Mark Chassin, MD.
Chatrmean of the Board President

The Joint Commission s an independent, not-fos-profit, national body that ovessces the safety and quality of health cate and
other setvices provided In accredited organizations. Information about aceredited organizations may be provided directly to
The Joint Commission at 1-800-994-6610, Information regatding accreditation and the secreditation performance of Individual
organizations can be obtained through The Joint Commission's web site at www.jointcominission.otg,

o
p

AMAYES mg«:ﬁr%
A e .':.w@ 2 G ¢
WEEAGA) %, &
R RNIECTIN ol R

“I'his reproduction of the original accreditation certlficate has been Issued for use in ragulatory/payer agency -vertflcatlon of
acereditation by The Joint Commission. Please consult Guallty Check on The Joint Commisslon's websiie to confirm the
organization’s current accreditation status and for a lisling of the organizallon's Jocations of vare.
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W “'The Joint Commission
May 8, 2012
Re: #7881
CCN: #440030
Program: Hospital
Accreditation Expiration Date: November 04, 2014
Jeremy Biggs

President/CAQ

Morristown-Hamblen Hospital Association
P.O. Box 1178

Morristown, Tennessee 37816-1178

Dear Mr, Biggs:

This letter confirms that your November 01, 2011 - November 03, 2011 unannounced full resurvey was
conducted for the purposes of assessing compliance with the Medicare conditions for hospitals through
The Joint Commission’s deemed status survey process.

Based upon the submission of your evidence of standards compliance on December 21, 2011 and
February 27, 2012 and the successful on-site Accreditation Follow-up event conducted on May 04, 2012,
the areas of deficiency listed below have been removed. The Joint Commisslon is granting your
organization an accreditation decision of Accredited with an effective date of May 04, 2012, We
congratulate you on your effective resolution of these deficiencies.

§482.,23 Condition of Participation: Nursing Services
§482.24 Condition of Participation: Medical Record Services
§482.41 Condition of Participation: Physical Environment
§482.52 Condition of Participation: Anesthesia Services

The Joint Commission is also recommending your organization for continued Medicare certification
effective May 04, 2012, Please note that the Centers for Medicare and Medicaid Services (CMS)
Regional Office (RO) makes the final determination regarding your Medicare patticipation and the
effective date of patticipation in accordance with the regulations at 42 CFR 489,13. Your organization is
encouraged to share a copy of this Medicare recommendation letter with your State Survey Agency.

This recommendation also applies to the following location(s):

Advanced Women's Health Specialists
1633 West Morris Blvd., Suite A, Morristown, TN, 37814

Morristown Hamblen Hospital Association
d/b/a Morristown-Hamblen Healthcare System
908 W, 4th North Street, Motristown, TN, 37814

i baeles : Headquarters
One Renaissance Boulevird
Quldraok Terrace, 1L 60181
630 792 5000 Voice
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P “The Joint Commission

Morristown Regional Diagnostic Center
901 West Fourth North Street, Morristown, TN, 37814

Partial Hospitalization Program
d/b/a Senior Support Program
1111 Watercrest Street, Morristown, TN, 37814

Prompt Family Care
1621 West Morris Boulevard, Morristown, TN, 37813

Prompt Family Care - Jefferson City
1405 South Sizer Street, Suite A, Jefferson City, TN, 37760

Prompt Family Care - Sur (South)
1050 Freshour Street, Suite A, Morristown, TN, 37813

Sleep Disorders Center
924 West Fourth North Sireet, Morristown, TN, 37814

Surgery-Endoscopy Center of Morristown
825 West Fifth North Street, Morristown, TN, 37814

Women's Health Specialists
d/b/a Elite Women's Health Specialists
609 McFarland Street, Morristown, TN, 37813

We direct your atfention to some important Joint Commission policies. First, your Medicare report is
publicly accessible as required by the Joint Commission’s agreement with the Centers for Medicare and
Medicaid Services. Second, Joint Commission policy requires that you inform us of any changes in the
name or ownership of your organization, or health care services you provide.

Sincerely,

Ann Scott Blouin, RN, Ph.D.
Executive Vice President .
Accreditation and Cettification Operations

cc: CMS/Central Office/Survey & Certification Group/Division of Acute Care Services
CMS/Regional Office 4 /Survey and Certification Staff

B T R F L (A TR E SR LA PR Headguarters
One Renaissance Boulevard
Qukbrook ‘lereacy, 1L 60181
630 792 5000 Yoice
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May 8, 2012
Jetemy Biggs Joint Commission ID #. 7881
President/CAO Program: Hospital Accreditation
Morristown-Hamblen Hospital Association Accreditation Activity: Unannounced
908 West Fourth North Street Accreditation Follow-up
Morristown, TN 37814 Accreditation Activity Completed: 05/04/2012

Dear Mr, Biggs:

The Joint Commission would like to thank your organization for participating in the acereditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunities for improvement in your processes and helping you follow through on and
implement these improvements. We encourage you to use the accreditation process as a continuous standards
compliance and operational improvement tool,

The Joint Commission s granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

Comprehensive Accreditation Manual for Hospitals

This accreditation cycle is effective beginning November 04, 2011. The Joint Cominission reserves the right to
shorten or lengthen the duration of the cycle; however, the certificate and cycle are customarily valid for up to 36
months.

Please visit Quality Check® on The Joint Commission web site for updated information related to your
accreditation decision.
We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and

governing body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services, and the public you serve of your organization’s accreditation decislon.

Please be assured that The Joint Commission will keep the report confidential, except as required by law, To
ensure that The Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inforn us of any changes in the name or ownership of your organization or the health
care services you provide,

Sincerely,

fn Sttt Bsin B PR

Ann Scott Blouin, RN, Ph.D,
Executive Vice President
Accreditation and Certification Operations
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June 25, 2012
Gordon Lintz Joint Commission 1D #: 7881
President/CAQ Program: Ambulatory Health Care
Morristown-Hamblen Hospital Association Accreditation
908 West Fourth North Street Accreditation Activity: Measure of Success
Motristown, TN 37814 Accreditation Activity Completed: 06/25/2012

Dear Mr, Lintz:

The Joint Commission would like to thank your organization for participating in the accreditation ptocess, This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunities for improvement in your processes and helping you follow through on and
implement these improvements, We encourage you to use the accreditation process as a continuous standards
compliance and operational improvement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all setvices
surveyed under the applicable manual(s) noted below:

. Comprehensive Accreditation Manual for Ambulatory Health Care

This accreditation cycle is effective beginning November 03, 2011. The Joint Commission reserves the right to
shorten or lengthen the duration of the cycle; however, the certificate and cycle are customarily valid for up to 36
months.

Please visit Quality Check® on The Joint Commission web site for updated information related to your
accreditation decision,

We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and
governing body. You may also want to inform the state or regional regulatory services, and the public you serve
of your organization’s accreditation decision.

Please be assured that The Joint Commission will keep the report confidential, except as required by law. To
ensure that The Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care setvices you provide,

Sincerely,

(7 & LA ~
Mark G, Pelletier, RN, MS

Chief Operating Officer

Division of Accreditation and Certification Operations
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF /‘{uo)(

NAME OF FACILITY: MOMI‘S'TZ)M.M = %/Am&(,:u //ospr;hﬁZ_

,  Mice 2 HADSoN | after first being duly sworn, state under oath that | am the

applicant named in this Certificate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,

:ﬁwﬁ'
%/// - b’wﬁtﬁ/h‘a”’w

Signature/Title o PEVELOPmE T

Sworn to and subscribed before me, a Notary Public, this the z&wday of 0&‘\1’32 . 20_|_"L,
witness my hand at office in the County of KUO'% , State of Tennessee.

NOTARY PUBLIC
My commission expires %ﬂ’ﬂ’MQEL ll w7y

LT
‘\\\\I Hu#
s %,
S eeene, O, %
HF-0043 B -

=~ 2,

SV 42

S %
Revised 7/02 1 z
£

§

&

%
%, A\
TRty



State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9" Floor
www.tn.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884

October 16, 2014

Mike Richardson, Vice President

Covenant Health

280 Fort Sanders West Blvd, Building 4, Suite 218
Knoxville, TN 37922

RE: Certificate of Need Application CN1410-043
Morristown-Hamblen Hospital

Dear Mr. Richardson:

This will acknowledge our October 13, 2014 receipt of your request for the initiation of mobile
extracorporeal shockwave lithotripsy services (ESWL) two (2) days per week at Morristown-
Hamblen Hospital, 908 West Fourth North Street, Morristown, TN 37814.

Several items were found which need clarification or additional discussion. Please review the
list of questions below and address them as indicated. The questions have been keyed to the
application form for your convenience. Ishould emphasize that an application cannot be deemed
complete and the review cycle begun until all questions have been answered and furnished to this
office.

Please submit responses in triplicate by 4PM, October 23, 2014. If the supplemental
information requested in this letter is not submitted by or before this time, then consideration of
this application may be delayed into a later review cycle.

1. Section A. Applicant Profile, Item 4, HSDA Equipment Registry, Qutstanding
CON Status Updates

The applicant facility’s ownership by Covenant Health & listing of affiliated facilities on
page 3 is noted. Please affirm that the owner has appropriately registered and reported
utilization for same to the HSDA Equipment Registry as required under Agency Statute.

Please identify a brief project update for the status of any outstanding/unimplemented
Certificates of Need projects the owner has a financial interest in, such as Roane Medical
Center, CN1101-001A. In your response, please include the project expiration date and
the date(s) of all Annual Project Reports that apply.

2. Section A, Applicant Profile, Item 9

The bed complement data is noted. Review of the 2012 and 2013 JAR revealed that the
hospital staffed 149 and 159 licensed beds, respectively, during those periods. The JAR
reports also reflect a staffed bed occupancy of approximately 49.5% in CY2012
decreasing to 44.2% in CY2013. This chart reflects a current staffed bed level of 151
staffed beds. Please briefly describe those key factors that account for increase in staffed
beds from CY2012.



October 16, 2014

Page 2

Per the applicant’s 2013 JAR, the number of Med/Surg staffed beds appears to exceed the
number of licensed beds for the service that are reflected in the JAR and the table
provided for this response. Please clarify.

Section A, Applicant Profile, Item 13

The applicant’s gross charges are discussed in detail in other parts of the application. Will
professional charges for the ESWL procedures be billed separately by the appropriate
physicians or payments made by the hospital in accordance with prior agreements? If by
the physicians, please address their participation in Medicare and TennCare such that
enrollees can be assured access to services.

Section B, Project Description, Item 1 and Section C, Need, Item 6

The reference to and documentation of physician support is noted. Please also briefly
discuss the clinical leadership planned for the proposed mobile ESWL service and
provide a list of active MHH medical staff (with status of board certification) that will be
participating in the project.

What are the applicant’s expectations of physician referrals by specialty to the proposed
ESWL mobile service? Please complete the table below.

Specialty Physicians ESWL
practicing Referrals
in Year 1
PSA/SSA

Family Practice
Internal Medicine
OB/GYN
Orthopedics
General Surg
Urology
Other
TOTAL

Section B, Project Description, Item I1.A.

The absence of any need for renovation or construction is noted. Please provide a general
description of the operating room (OR#5) to be dedicated to the proposed service (size,
location, access by patients, floor, etc.). What attributes does the OR have that account for
the decision to dedicate it to use by physicians and their patients for the proposed ESWL
service? In your response, please also describe what accommodations are planned for the
use of a C-Arm for the mobile unit, if any.

Since use by outpatients is expected to account for approximately 95% of MHH’s
projected utilization, how will the proposed area in the hospital be an improvement or
enhancement from the current mobile lithotripsy location at Lakeway Regional Hospital?

Section B, Project Description, Item B. I1.C. (need for the service)

The discussion is noted. One key benefit appears to be the use of the service as an
alternative to invasive surgeries. Can the applicant offer some insight as to the magnitude
of same in the PSA and the potential reduction in surgeries resulting from this project?
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Review of HSDA records revealed that approximately 97% residents in the PSA and SSA
have used ESWL providers in Knox County for the past 3 years in spite of the presence of
the existing 7 day per week mobile service on the Lakeway Regional Hospital campus
within 1 mile of the applicant. Given this trend, the need for the project is unclear. Please
explain by highlighting what has changed such that the applicant expects to reverse the
extensive outmigration of area residents for treatment in other parts of Tennessee?

Section B, Project Description, Item E.2

Please also describe the date of manufacture of the unit, its current years in service and
expected useful life, and any technological advantages in comparison to other ESWL
models.

Items (a) and (b): the responses to these items identify what will amount to a change in
the equipment lease arrangement between the equipment vendor and Lakeway Regional
for the use of the unit on a full week basis. Since the equipment vendor is the same for
both hospitals, what measures may be needed to adjust Lakeway Regional’s equipment
lease such that the proposed schedule can be honored?

Based on the projected utilization on page 21 of the application, approximately 1
procedure per week is anticipated in Year 1 increasing to 2 per week in Year 3. In light of
same, please describe how the applicant determined an OR was needed a total of 8 hours
per week for the mobile service. In your response, please also describe any additional
changes that may be required to accommodate the operation of the unit on the days noted
without adversely impacting surgeries for other services (orthopedic, general surgery,
etc.).

Item ¢ — Lease/Contract Cost: given the vendor quote for equipment payments on a
$1,350 per procedure basis for an initial term of 3 years, what are the arrangements if for
some reason no patients need to be treated on a scheduled day of mobile service? Please
clarify what costs the hospital will incur if a patient does not give notice and is a no-
show, and the unit comes to the hospital to deliver a service.

Review of the equipment quote also revealed that the applicant is responsible for a
minimum lease payment (9 procedures per quarter); the cost of providing a suitable C-
arm to use in conjunction with the unit, and a vendor transportation fee (without C-Arm)
of $300 between Lakeway Regional and the applicant on a prearranged schedule. Given
these considerations, what is the applicant’s estimated minimum cost responsibility
during the term of the equipment lease? Are the additional costs that are not included in
the per click fee lease arrangement reflected in both the Project Costs Chart and the
Projected Data Chart? Please clarify.

Section C, Need, Item 1 (State Health Plan)

Although comment is noted, please provide a response to each of the 5 guiding principles
of the State Health Plan. The template can be found in Exhibit 1 at the end of this

questionnaire.

Section C, Need, Item 1.a. (Project Specific Criteria-Extra-Corporeal Shock Wave
Lithotripsy). Please provide a response for each of the items noted below:
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a. Determination of Need in Project Service Area (pages 18-20). The need
estimate for 298 ESWL procedures by area residents in 2017 as developed by the
Tennessee Department of Health using 2013 data from the HSDA equipment registry
and 2017 population data is noted. Review of the applicant’s 2013 JAR revealed that
residents of Hawkins County accounted for significantly more inpatient discharges in
2013 and 2012 than residents of Claiborne County. Given this finding and Hawkins
County’s physical location next to Hamblen County, it is unclear why Hawkins
County would not be included in the proposed secondary service area in lieu of
Claiborne County. Please explain.

b. Minimum Volume Standard (page 21) - The tables showing the methodology to
convert the projected ESWL procedures to a full time measure capable of comparison
to the 250 procedures/year standard is noted. As such, the utilization in Year 1 is
approximately 73% of the standard increasing to 110% of the standard in Year 2. Is
this consistent with the applicant’s projections in the manner described?

C. Current Service Area Utilization and Adverse Impact on Existing Providers
(pages 22 and 23) — in light of the discussion with Lakeway Hospital management,
did discussion arise about cooperative efforts needed to reverse the trend of
outmigration by residents from the service area success that the proposed mobile
ESWL service might be successful? What, if any, consideration was given to the
development of a working agreement, joint venture or other similar activity to assure
success of the service and prevent the potential closure of the Lakway Hospital

mobile service?

Attachment C.1.a.3 was provided showing Service Area Patient Destinations in 2013.
It would be helpful to identify the most recent 3 year trend for purposes of this
response and, in large part, as a basis for supporting the projected utilization of the
service. Please complete the table below (note: HSDA staff has entered amounts for
2013 for ease of reference).

2011 2012 2013 % Change
11-°13

Total # resident 293
ESWL
_procedures
# residents using 282
Knox Co.
Providers

% Residents 96%
using Knox Co.
providers

Total ESWL 1,592
procedures of
Knox Co.
providers

% Knox Co. 18%
provider reliance
on PSA/SSA
residents
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Adequate Staffing and Services (page 24) — please identify the names of all
radiologist on the hospital’s medical staff that apply (with copy of CV, if possible).
Please identify all referral urological physicians in the service arca (PSA/SSA) that
apply with name, address and status of medical staff privileges and board certification

d. Transfer and/or Affiliation Agreements (page 26) — Given the applicant does
not meet the Level I Trauma designation; it appears that the applicant’s current
agreement for transfer of hospital patients with UT Medical Center will meet this
criterion. Will the agreement extend to transfer for patients of the proposed mobile
ESWL service?

€; Access, Item a (pages 26 and 27) — the medically underserved area status of the
proposed ESWL primary and secondary service area may warrant consideration given
the significant outmigration to other areas of the state for this service. Please identify
the MUA status of the counties in the applicant’s proposed service area.

f. Access, Item b - review of HSDA records revealed that the CY2013 use rate per
1,000 population was higher in only 1 county of the service area (Jefferson County)
than the statewide average of 1.7 per 1,000 population. What does this suggest about

the need for the project in addition to the comments provided?

In your response, please contact Alecia Craighead, Stat III, HSDA, for additional
assistance in completing the table below:

ESWL Use Rates by County per 1,000 Population in Applicant’s Service Area

County 2011 2012 2013
Cocke

Claiborne

Grainger

_Hamblen (PSA) URESSE L o7 | 1.26
Jetferson

Statewide 1.2 1.1 1.7

g. Access, Item b - the applicant states that MHH medical staff witnessed

approximately 300 encounters related to kidney stones in the ED and office settings in
recent years, with up to 50% that could be candidates for lithotripsy procedures.
HSDA records reflect that few residents of the PSA/SSA used Lakeway Regional’s
mobile ESWL service in recent years - only 48 patients were treated at Lakeway
compared to 540 residents that used Knox County providers in 2012 and 2013. As
such, it appears that the need for ESWL services has historically been met by Knox
County providers in spite of the availability of the service at Lakeway. Other than
eliminating drive times, it is unclear what MHH plans to do to meet area need for the
service. Please explain.

10. Section C, Need, Items 3 and 4 (Service Area)

Item 3 - the service area is noted. Please also comment on the rationale for excluding
Hawkins County from the applicant’s proposed ESWL secondary service area instead of
Claiborne County.
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Item 4 - Please condense information provided in the response by completing the
following table using data from the Department of Health website, Certificate of Need
enrollee data from the Bureau of TennCare, and demographic information from the US

Census Bureau:

Cocke | Claiborn | Grainger | Grundy Hamblen | Jefferso | Service | Tenness
e n Area ee
Total

Current Year 2014,
Age 65+

Projected Year 2018,
Age 65+

Age 65+, % Change

Age 65+, % Total

2014 Total Population

2018, Total Population

Total Pop. % Change

TennCare Enrollees

TennCare Enrollees as
a % of Total
Population

Median Age

Median Household

Income

Population % Below
Poverty Level

Section C, Need, Item 5

11.

The information provided for Lakeway Hospital, the only ESWL provider in the service
area, is noted. However, as noted by the data regarding the high outmigration to Knox
County, please also include utilization for the Knox County providers that you identified
in Attachment C.1.a.3 for the most recent 3 year period. A suggested template is provided
in the table below.

2012
procedures

2013
procedures

2011
procedures

Distance
from
MHH *

Knox County
ESWL Provider

Fort Sanders

Regional

| North Knoxville

Parkwest

Physicians Regional

Turkey Creek

UT Medical Center

*note: please show in miles & estimated driving time

Section C, Need, Item 6

The projected utilization with breakout by county of patient origin is noted. Given the
projected Medicare/TennCare payor mix on page 45, please expand to show all payor
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sources that account for the applicant’s projected gross operating revenue in Year 1 of the
project.

12. Section C, Economic Feasibility, Item 1 (Project Cost Chart)

The chart is noted. Given the acquisition of the ESWL equipment by lease arrangement,
the estimated cost should be noted in Section B, line 4 of the chart. Please submit a
replacement page with a revised Project Cost Chart.

13. Section C, Economic Feasibility, Item 4 (Historical and Projected Data Charts)

General - the HSDA is now using a more detailed chart showing a breakout of other
expenses. Please revise the charts & submit as replacement pages using the template
provided in Exhibit 2 at the end of this questionnaire.

Historical Data Chart - the entry for charity and bad debt for the 2013 period is
$24,687,072. Review of the 2013 JAR revealed approximately $3.1 million in charity and
$12.1 million in bad debt for a combined total of $15.2 million. What accounts for the
difference of approximately $9.5 million between the chart and the schedule in the JAR?
Please clarify.

Projected Data Chart — Using the applicant’s staffing pattern and planned wages for the
proposed mobile service provided on page 49 (2 FTEs to support the project), it appears
that the estimated cost for base salaries is approximately $79,540 in Year 1 compared to
the $8,164 noted for Line D.1 of the chart. If the higher amount applies, the projected net
income in the chart is overstated for both Year 1 and Year 2. Please clarify.

14. Section C, Economic Feasibility, Items 6A and 6 B

Item 6A — the average gross charge is noted. Please also identify the charge or fee
schedule by procedure classification that the applicant intends to use for the proposed
service.

Item 6B- the comparison to other provider gross charges and to Medicare allowable
charges is noted. Please also include a comparison to the HSDA 1%, median and 3"
quartile charges available on the HSDA website.

15. Section C, Economic Feasibility, Item 9

The g)rojected Medicare and TennCare payor mix based on gross operating revenues for
the 1** year of operation is noted. Based on review of the payor mix of Lakeway Regional
noted from HSDA records in Attachment C.1.a.3, the applicant’s mix varies significantly
for Medicare and TennCare as reflected in the table below.

16.

Payor 2011 2012 2013
Medicare 17% 117% 33%
| TennCare [ 17% 123% 34%

Given the proximity to Lakeway, what accounts for the difference in the applicant’s
projected government payor mix?

Section C, Orderly Development, Item 3
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As noted in question 13 pertaining to the Projected Data Chart, the table appears to
indicate the amount of time and estimated cost for 4 position classifications (2 full time
equivalents) that will be dedicated to the proposed mobile ESWL service. The estimated
base salary and wages for same is approximately $79,540 in Year 1 which differs from
the cost in the Projected Data Chart on page 42. Please clarify. If in error, please revise
the table for this response to correspond with the salary costs in the Projected Data Chart
for the proposed service.

17. Section C, Orderly Development, Item 7.b.

Based on the information provided, was the applicant awarded both Joint Commission
ambulatory health care accreditation and Joint Commission hospital accreditation
effective November 3, 20117 Please clarify.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is not
deemed complete within sixty (60) days after written notification is given to the applicant by the
agency staff that the application is deemed incomplete, the application shall be deemed void."
For this application the sixtieth ( 60th)_day after written notification is December 17, 2014. If
this application is not deemed complete by this date, the application will be deemed void.
Agency Rule 0720-10-.03(4) (d) (2) indicates that "Failure of the applicant to meet this deadline
will result in the application being considered withdrawn and returned to the contact person. Re-
submittal of the application must be accomplished in accordance with Rule 0720-10-.03 and
requires an additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the review cycle
which the applicant intends to enter, even if that time is less than the sixty (60) days allowed by
the statute. The supplemental information must be submitted with the enclosed affidavit, which
shall be executed and notarized; please attach the notarized affidavit to the supplemental
information.

If all supplemental information is not received and the application officially deemed complete
prior to the beginning of the next review cycle, then consideration of the application could be
delayed into a later review cycle. The review cycle for each application shall begin on the first
day of the month after the application has been deemed complete by the staff of the Health
Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 3 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any communication
received by an agency member from a person unrelated to the applicant or party
opposing the application shall be reported to the Executive Director and a written
summary of such communication shall be made part of the certificate of need file.
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(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have any questions or require additional information, please contact this
office.

Sincerely, <

W=7

JefMHimm, HSDA Examiner

PIG
Enclosure
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Exhibit 1- State Health Plan Principles

1. The purpose of the State Health Plan is to improve the health of Tennesseans.

a. How will this proposal protect, promote, and improve the health of
Tennesseans over time?

b.  What health outcomes will be impacted and how will the applicant measure
improvement in health outcomes?

c. How does the applicant intend to act upon available data to measure its
contribution to improving health outcomes?

2. Every citizen should have reasonable access to health care.

a. How will this proposal improve access to health care? You may want to
consider geographic, insurance, use of technology, and disparity issues
(including income disparity), among others.

b.  How will this proposal improve information provided to patients and referring
physicians?

¢.  How does the applicant work to improve health literacy among its patient
population, including communications between patients and providers?

3. The State’s health care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies, and the
continued development of the State’s health care system.

a.  How will this proposal lower the cost of health care?
b.  How will this proposal encourage economic efficiencies?

c.  What information will be made available to the community that will
encourage a competitive market for health care services?

4. Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers.

a.  How will this proposal help health care providers adhere to professional
standards?

b.  How will this proposal encourage continued improvement in the quality of
care provided by the health care workforce?

5. The state should support the development, recruitment, and retention of a sufficient
and quality health care workforce.*
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a. How will this proposal provide employment opportunities for the health care
workforce?
b.  How will this proposal complement the existing Service Area workforce?
Exhibit 2
HISTORICAL DATA CHART-OTHER EXPENSES
OTHER EXPENSES CATEGORIES Year Year_ Year
1. $ $ $
2.
3.
4.
5.
6.
A
Total Other Expenses $ $ 5
PROJECTED DATA CHART-OTHER EXPENSES
OTHER EXPENSES CATEGORIES Year Year
I, $ §
2.
3. -
4.
5.
6.
7.

Total Other Expenses $ $
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